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THE TASK OF THE ENGLISH COAL COMMISSION 


Already England is looking forward with apprehension to 
May 1, 1926, which marks the end of the nine months’ truce es- 
tablished by means of the government subsidy for the coal in- 
dustry. Until that date the subsidy guarantees the payment of 
wages on the basis of the 1924 agreement. Before the nine 
months are over the new coal commission must devise some sub- 
stitute plan; for the £10,000,000 which parliament has provided 
will have been exhausted—and possibly a larger sum—if the 
figures for August, 1925, may be taken as an indication of the 
drain upon the Exchequer. The commission was not appointed 
until one of the nine precious months had already passed and the 
first payment was due. It will have none too much time for a 
difficult task. 

In the meantime, wages are being paid on the basis of the 
trade agreement of 1924, that is, they are assigned 87 per cent 
of the proceeds of the industry in each district after costs other 
than wages are deducted. Whatever the proceeds, however, 
wages can under no circumstances be reduced below the level of 
the basic rates in operation in 1914 plus an addition of 33.3 per 
cent of the total, the rate which was known as the “minimum” 
of the expired agreement. 

The explanatory memorandum issued by the government 
(Cmd. 2488; August 4, 1925) contains no statement of the rea- 
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sons for accepting the coal owners’ terms as a reasonable provi- 
sional basis for the subsidy, although these terms must have 
been submitted as maximum claims. No requirement of efficient 
management is made. The simple inability of the particular en- 
terprise to pay the minimum of the expired agreement is suffi- 
cient to draw from the Treasury for nine months the difference 
between that minimum and the lower wages proposed by the 
owners and rejected by the miners. 

The cost to the Exchequer will vary according to the amount 
actually paid to supplement wages. The expectation expressed 
in the government’s memorandum is that of some “seasonal re- 
covery” over the June figures, the latest and poorest then avail- 
able. On the basis of those figures the expense to the govern- 
ment would be £24,000,000, but “if the proposed agreement had 
been operative during the comparable period, rst August, 1924 
—1st May, 1925, the cost would have been about £7,500,000.” 
The amount actually paid out up to September 30, 1925 for 
wages earned during the month of August was £1,517,678. 


POST-WAR TROUBLES IN THE COAL INDUSTRY 

Coal mining crises have been imminent more than once since 
the war ended. In 1919, when there was great unrest in the in- 
dustry, the famous Sankey Commission was appointed by the 
government to report on the claims of the miners, including that 
of nationalization. Higher wages and shorter hours were recom- 
mended by the commission and put into effect. The commission 
was divided on the subject of control of the industry, but the 
majority’s recommendation of nationalization with some partici- 
pation in control by the miners was not carried out by the gov- 
ernment. 

The miners were greatly dissatisfied with the government’s 
failure to act on the issue which they considered most important 
of all those involved, that of nationalization. They urged direct 
action as a remedy, but they could not get the support of the 
Trades Union Congress for this program. A national strike in 
1920 ended in a temporary settlement which left many of the 
important issues unsolved. Trouble flared up again in 1921, in 
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a national lockout, which came soon after the “de-control” of the 
mines by the government in advance of the scheduled time. 

The miners had hoped much from the great power of the 
Triple Alliance of the miners, railwaymen, and transport work- 
ers, but this hope collapsed on the memorable “Black Friday” of 
April 15, 1921, after the other unions had disagreed with the 
miners on questions of strategy. The miners struggled on with- 
out the support of the other organizations until the end of June. 
By that time all hope of success for their ambitious program was 
lost, for it was clear that the economic power of labor in general 
had greatly diminished. The alliance did not take shape again 
until 1925, when a new constitution was drafted to include the 
engineers (mechanics) in the membership together with the for- 
mer allies. 


THE CRISIS OF JULY, 1925 

In the summer of 1925 the attention of the whole nation was 
focused once more upon the mining situation. On the thirtieth 
of June the Mining Association gave notice that the wages agree- 


ment would terminate at the end of July, and followed this no- 
tice with new proposals for lower wages, which the miners 
promptly rejected. Acting under the Industrial Courts Act of 
1919, the government set up a special court of inquiry on July 
13, with the Right Hon. H. P. Macmillan, W. Sherwood, Esq., 
and Sir Josiah Stamp as its members. The court failed to bring 
the opposing sides into agreement or even into conference, as the 
miners would take no part in the proceedings, holding them to be 
obviously designed to justify the “attack upon the miners’ stand- 
ard of living.” 

The court acted with unusual expedition, for its report was 
made public on July 28. The Manchester Guardian pronounced 
it “the most remarkable official report on the coal industry 
since that of the Sankey Commission of 1919.” The conclu- 
sions not only justified the claims of the miners for a mini- 
mum wage but also emphasized the need for greater efficiency in 
the industry. The dispute was said to have arisen from causes 
outside the control of either party. Sir Josiah Stamp was the au- 
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thor of an addendum indicating the relation which he believed 
to exist between the government’s currency policy and the diffi- 
culties of the coal industry. 

On the eve of the expiration of the agreement the prime min- 
ister himself intervened. Two days were spent in almost un- 
broken conferences, held alternately with the coal owners and 
with the miners who had put their case into the hands of a spe- 
cial committee appointed by the General Council of the Trades 
Union Conference. The time was drawing near not only for the 
withdrawal of a million miners from their work, but for a gen- 
eral paralysis of industry as well, for the railway and transport 
workers stood ready to support the miners. Finally, in the elev- 
enth hour, the government “bought peace” by proposing the 
following terms: 

1. The withdrawal of the coal-owners’ notices of the termi- 


nation of the agreement. 

2. Financial assistance to the industry from the government 
so that wages might be continued at the same level, pending 

3. A full investigation into the methods of improving the 


productive efficiency of the mining industry. 

The proposals were accepted by both sides and the coal 
owners’ notices of the termination of the agreement were at 
once withdrawn. 


THE CONDITION OF THE INDUSTRY AND THE WORLD MARKET 


The seriousness of the position of the British coal industry 
has been admitted by the government itself. In the memoran- 
dum issued in explanation of the terms of settlement which 
were reached at the end of July, the following statement is 
made: 

Throughout the past twelve months the state of trade in the coal-min- 
ing industry has become steadily worse The Government have recog- 
nized that the coal-mining industry as a whole is, under existing conditions, 
financially unable to give employment or to produce coal on a scale which 
the interests of the country demand. 
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Figures put before the court ot inquiry showed that the out- 
put of coal per person per shift in Great Britain decreased from 
1.031 metric tons in 1913 to .928 in 1924, and that this was a 
greater percentage reduction than that of any other coal-pro- 
ducing country with the exception of France and Poland (Upper 
Silesia). During approximately the same period the output per 
person per shift in the United States increased until in 1922 it 
reached 3.82 metric tons in all bituminous mines and 4.55 metric 
tons in the West Virginia bituminous mines. The percentage in- 
crease over 1913 was greater than the percentage decrease in 
Great Britain. 

The British coal owners attributed the falling off in produc- 
tion to the shorter work day, and asked for the repeal of the 
Coal Mines Act of 1919 which fixed a statutory seven-hour day 
underground in place of the eight-hour day previously prevail- 
ing. They drew attention to the longer hours in American mines 
and also in German mines, wisere the eight-hour day is exclusive 
of meal-times. They calculated that a return to the eight-hour 
day would make possible a reduction of two shillings a ton in 
the price of coal. In answer to inquiries of the court their repre- 
sentative contended that although the number of coal-cutting 
machines had been increased until the amount of coal obtained 
by them in 1924 was 49,910,559 tons, double the amount so ob- 
tained in 1913, they could not hope to recover the output per 
shift which existed during the eight-hour day period by carry- 
ing further the process of mechanical equipment. 

The most serious fact confronting the industry is the 
changed position of Great Britain in the world-market. Her ex- 
port trade fell from 73,400,000 tons in 1913 to 59,200,000 tons 
in 1924. Although she still holds the largest part of the world- 
market she is fast losing ground to Germany and looks to the 
time when she will have to struggle for the possession of it with 
both Germany and the United States, neither of which countries 
yet exports as large a percentage of its total production as 
Great Britain. 

Indications of changes in the rate of production in different 
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parts of the world may be seen in the figures for 1913 and 1924 
given below.’ They show that while the production of Europe 
and America fell 9 per cent and 3 per cent respectively, that of 
Africa increased 45 per cent and that of Asia and Australasia 
increased more than 27 per cent. 


WorLp PRoDUCTION IN MILLIONS oF ToNS 
1913 1924 
549.0 
America , 518.0 
Africa \ 11.9 
79.7 
Australasia , 18.5 


The world-market will be increasingly affected not only by 
new sources of production, but also by the substitution of oil, the 
use of hydro-electric power, and the more economical uses of 
coal itself, such as the extension of central heating and the con- 
version of coal into electricity nearer the sources of its produc- 
tion. The use of other sources of fuel and power only increase 
the necessity of producing English coal at a lower cost. This 


problem is possibly the most difficult one which confronts the 
new commission. 
COSTS AND PRICES 

The coal owners explain England’s changed position in the 
world coal market as the result of the higher costs of production 
which they have had to meet and which have necessitated higher 
prices for British coal. They claim that there is a market for 
their coal provided that it can be produced at more attractive 
figures. In the course of the recent dispute they insisted that 
wages, which constituted 72 per cent of the cost, must be re- 
duced below the level of the 1924 agreement. When that agree- 
ment was being negotiated the French were still in the Ruhr and 
the demand for coal was so great that it could not be filled, but 
when the agreement actually came into effect trade had almost 
disappeared. They further insisted that the level of wages must 
be determined by the ability of the industry in the particular 


* Presented by Frank Hodges in the London Observer, August 9, 1925. 
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district to pay; also that the special case of the “low-paid day 
wage man” must also be settled in the districts and not by the 
national wages agreement demanded by the miners. 

Two other points raised in the July inquiry were given iden- 
tical answers by the coal owners. The first had to do with the 
by-products of coal as a new source of wages and profits; the 
second with economies in the marketing of coal in connection 
with which a member of the court of inquiry called attention 
to the great difference between the price of coal at the mine (17 
shillings at Durham) and the consumer’s price (52 shillings in 
London). In each case the reply was to the effect that the busi- 
ness of the Mining Association of Great Britain was the mining 
of coal, and it consequently had nothing to do with such matters 
as earnings and profits of by-products or wastes in distribution. 
Since there is in England no central selling association similar 
to the German Coal Syndicate, it is not possible to deal centrally 
with marketing, either as an internal or an export question, ex- 
cept through government action. 


THE APPOINTMENT OF THE NEW COMMISSION 

When the government decided to appoint a new commission 
interest centered in the scope set for its work and the character 
of its personnel. Both miners and coal owners were willing that 
its jurisdiction should be wide enough to include the deep-rooted 
difficulties of the question. The “terms of reference” announced 
proved to be sufficiently inclusive. They were: “To inquire into 
and report upon the economic position of the coal industry and 
the conditions affecting it, and to make any recommendations 
for the improvement thereof.” They bring within the compe- 
tence of the commission for examination such questions as na- 
tionalization, unification, the acquisiton of mining royalties by 
the state, wages and hours, by-products, transportation facilities, 
and the effect of coal prices upon other industries. 

Instead of a large commission with direct representation of 
employers and employees, such as the miners pressed for, the 
Prime Minister appointed a commission of four persons not as- 
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sociated with the industry, to be assisted by technical advisers. 
His reasons for this were to prevent the dominance of politics 
and partisanship and to increase the probability of a unanimous 
report. Unlike the Sankey Commission of 1919, which had sta- 
tutory authority, the new Royal Commisson has no power to 
compel the production of documents or the giving of evidence 
unless such power is later asked for and obtained from Parlia- 
ment. 

The commissioners are as follows: Chairman, Sir Herbert 
Samuel, well known as the recent High Commissioner in Pales- 
tine and as the holder of many public offices at home and abroad; 
Sir William Beveridge, Director of the London School of Eco- 
nomics and former Director of the Employment Exchanges 
(1909 to 1916), who served during the war in the Ministry of 
Munitions and later in the Ministry of Food; General Sir Her- 
bert Lawrence, a manager of Glyn, Mills, Currie and Co., bank- 
ers, who has a distinguished war record and a number of foreign 
and domestic banking connections; and Mr. Kenneth Lee of 
Tootal, Broadhurst, Lee Company, a Manchester textile firm, 
who is also Chairman of the British Cotton Textile Research As- 
sociation and serves the government as trade adviser on several 
committees. There is no labor member on the commission, but 
one of the expert advisers, Mr. William Brace of the Mines De- 
partment, was at one time a prominent official of the Miners’ 
Federation. 

Some idea of the scope of the work which the commission 
has blocked out for itself may be gained from the following list 
of seventeen different subjects on which it will gather informa- 
tion: general statistics, demand for British coal, utilization of 
coal, obsolescence and replacement of mines, methods of work- 
ing, marketing and distribution, wages, hours, accidents and 
diseases, housing, joint committees, costs other than wages, pro- 
ceeds of the industry, research, royalties, nationalization, and 
experience in other countries. On October 15, after some time 
spent in inspecting mining property, the first public sitting of 
the commission was held and the taking of oral testimony began. 
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THE PROPOSALS OF THE MINERS 

A significant factor in the whole problem and its possible so- 
lution is the position of the workers. It will be remembered that 
the government intervention came only after a deadlock had 
been reached in July. The immediate points at stake were the 
maintenance of wage scales at the level which the miners de- 
scribed as a living standard and the preservation of the seven- 
hour day, but they had made propositions in February which 
implied criticism of the whole organization of the industry from 
the point of view of efficiency and of the limitation of the sources 
from which wages are drawn. They contended that these sources 
should not be limited to pit-head proceeds only, but should in- 
clude the earnings of coking and other by-product plants. Fur- 
ther, they questioned the desirability of the present administra- 
tive arrangements, of the present methods of distribution, and 
of multiple ownership, in their effects upon the trade and upon 
wages. 

The miners’ concern is not limited to the organization of the 
English industry. They have also been alarmed by the falling 
off of the export trade. In many quarters this has been con- 
nected with the payment of interest on government credits under 
the Dawes scheme. There has been much dread of the competi- 
tion with the German goods in which such payments must be 
made. Since it is held that these German goods are inevitably 
coal and iron and steel products the depression of English trade 
is felt to be unavoidable unless English coal costs can be reduced 
through a more economical organization of the industry. 

Mr. Frank Hodges, secretary of the Miners’ International 
Federation, in the thoughtful study of the international aspects 
of the coal situation which has been previously referred to, sees 
only two possible outcomes of international competition: either 
a fight to the finish for the world market, a fight destined to 
bring disaster to millions of human beings, or international con- 
trol of the coal export trade. In any event the salvation of the 
miners, as he sees it, rests on their ability to secure uniformity in 
the conditions of work and pay in all countries, so that reduction 
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of the cost of production will not take the form of depressing 
wages. This presents the statesman’s point of view, always a 
difficult one to incorporate into immediate trade-union practice. 

If the actual alternative to competition which presented it- 
self to a given country involved a sacrifice of trade formerly en- 
joyed and consequent unemployment, the prevalence of uniform 
working standards might not seem a satisfactory compensation. 
It might be easy to demonstrate the ultimate advantage, but the 
practical and immediate difficulty would remain. It is a question 
whether a sacrifice of the present would result in a more whole- 
some condition of trade and greater security within the lifetime 
of the particular miners asked to stand behind the program. 


PROSPECTS FOR PEACE 

It was soon realized that the postponemnt through govern- 
ment intervention which was hailed at first as a “victory for 
common sense” and by the miners as a triumph of their own, 
was at best but a temporary expedient. 

The truce itself promised to be turbulent because of the dif- 
ficulties in interpreting the government’s guaranty concerning 
wage payments. When some base rates were changed early in 
August the miners immediately protested. They claimed that 
the coal owners had no right to lower the base rates and pointed 
to the phrases in the Treasury’s description of the purposes of 
the subsidy vote to be found in the Estimate paper. This defined 
the purpose as follows: “to enable the coal industry to continue 
the payment of wages at rates not less than those obtaining in 
July 1925.” They also claimed that this was the understanding 
they had received from the Prime Minister himself. Their griev- 
ance was not only that the rates had been changed but that the 
men had been refused unemployment insurance benefits in the 
cases where the colliery had closed after the men had refused 
modification of the base rates. These refusals of benefits were 
made on the ground that a trade dispute was on, in which case 
workers are not eligible to benefits under the unemployment 
insurance acts. If employers infringe an agreement, however, 
benefits are payable. 
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The Prime Minister replied to the miners’ executive that 
what he had proposed to them and to the coal owners was that 
they should “carry on as if the existing agreement were in opera- 
tion” and that if the agreement permitted modification of the 
base rates his proposals would not affect them. He further re- 
fused to interfere in the matter of unemployment benefits, hold- 
ing that it was for the machinery of the unemployment insur- 
ance acts to determine under what circumstances unemployment 
benefits were payable. This disappointed the miners, who had 
expected that Baldwin would at least meet them on the unem- 
ployment issue. Rebuffed on both counts they decided that they 
could “not assist the Royal Commission or take part in its pro- 
ceedings.” 

When it became evident later that no general reduction of 
rates was intended by the coal owners this decision was reversed. 
Even apart from the question of rates and insurance benefits it 
must have been clear to the miners that as the party urging the 
reorganization of the industry and insisting that poor manage- 
ment was responsible for the inability to pay suitable wages they 
could not afford to withhold their evidence from the commission. 
On October 9, 1925, the delegate conference of the miners passed 
a resolution protesting again against alteration of the base rates 
but undertaking to assist the coal commission in its investigation. 

Objections to the subsidy were raised and continue to be 
raised from other quarters. There were the usual political criti- 
cisms from both opposition parties, and there were objections 
raised by taxpayers and by other industrial interests. Should 
public money be spent with no control over management, no 
guaranty that the subsidy in a particular case was not made nec- 
essary by wasteful expenditure? Were not the steel and the 
shipbuilding industries as much in need of government aid as 
was mining? Nevertheless, there was general agreement that if 
the strike had been allowed to take place two results, both un- 
popular, would have followed: the government would have been 
forced, first, to fight on the owners’ side, and, second, to assume 
control of the industry. The difficulty of defining clearly an al- 
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ternative course which would have brought preferable results 
under the circumstances weakened the force of the criticism. 

The task ahead is without doubt a stupendous one. A settle- 
ment which will make possible the re-employment of all the 
miners now out of work is scarcely to be hoped for. The coal 
owners confess that factors beyond their control have produced 
a situation which renders the industry less and less profitable. 
The workers have taken a firm stand in which they confidently 
count upon the support of the railwaymen, transport workers, 
and the world of labor in general, a confidence which has been 
reinforced by the action taken by the Trades Union Congress. 
It is wholly impossible to find a solution which will not affect 
other industrial interests and one which will not be attended by 
political consequences, both national and international. 

Nevertheless, the prospect is not without hope of success. 
This hope is to be found chiefly in the necessity of inventing a 
way out in order to escape the well-known cost of a failure. All 
parties now realize as never before the gravity of the problems. 
The public has had a long education in the issues and is far bet- 
ter informed than in 1919. Further, in spite of the contrasts in 
the ultimate programs of the miners and the coal owners, each 
will probably decide that the only possible advance in the pres- 
ent emergency is through some process of give-and-take and that 
it is limited by the bargaining power they now possess. 

Amy HEWES 


Mount Hotyoxe Coriece 





THE CHICAGO TEAMSTERS’ UNIONS 


I 

In 1902, the Chicago teamsters formed a general organiza- 
tion of the employees engaged in the teaming industry. Al- 
though there had been teamsters’ unions before that, the drivers 
had never been distinguished as a class from the team owners.* 
One of the oldest unions on record having men engaged in this 
line was the hack drivers, organized in 1867; but this union was 
organized more as a hack owners’ association than as a union 
of hack drivers, for the majority of the men owned their rigs. 
As a consequence, the energy of the association was directed 
toward getting as high a fare as possible from the public, rather 
than toward securing higher wages. But with the adoption, in 
1902, of the rule that a member could not operate more than one 
team or outfit, a separation was effected between the interests of 
the employees and of the employers. 

In 1905, just as the union seemed to have become very well 
established, there was a general strike of the teamsters’ locals. 
The strike seems to have been due in the main to the corrupt 
methods of the union officials; and as a result internal strife de- 
veloped among the locals which resulted, by 1906, in a perma- 
nent split of the local unions into two rival groups. Just previous 
to this factional cleavage the locals had all been members of the 
International Brotherhood of Teamsters, an organization that 
had been in existence for about fifteen years previous to this 
time and that had included the local unions of teamsters in the 
various cities throughout the country. In the summer of 1905, 
immediately following the strike, a group of locals in Chicago 

* Commons, Trade Unionism and Labor Problems, pp. 36-65, also Q. J. E., 
May, 1905, pp. 406, 434. Professor John R. Commons of Wisconsin University, 
made a study of the Chicago teamsters, covering the period from their general 
organization in 1901 and 1902, to the strike of the drivers in 1905. With this as 


a foundation the author has endeavored to depict the development of the unions 
since that period, and particularly their present conditions. 
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which had withdrawn from the International Brotherhood of 
Teamsters combined with the locals of St. Louis and Joliet to 
form a national union called the United Teamsters of America. 
By 1908 this latter organization had disintegrated and the locals 
of Chicago which had been members of it formed an independent 
organization called the Chicago Teamsters and Helpers Union 
of Chicago and Vicinity. Since 1908 there have been two entire- 
ly independent groups of local unions among the teamsters of 
Chicago. 
II 
At the present time the larger group of union teamsters and 
chauffeurs of Chicago, approximately 24,000 in number, come 
under the jurisdiction of the International Brotherhood of 
Teamsters, Chauffeurs, Stablemen, and Helpers Union. The 
other locals, comprising about 13,000 members, have formed a 
joint council or union known as the Chicago Teamsters, Chauf- 
feurs, and Helpers Union of Chicago and Vicinity. The former 
group, through the International Brotherhood, is affiliated with 
the American Federation of Labor, while the latter group has no 
affiliation with the American Federation. The various locals 
forming the group which is affiliated with the International 
Brotherhood are: commission wagon drivers, truck drivers and 
chauffeurs, newspaper delivery drivers, packinghouse teamsters 
and chauffeurs, laundry and dye house drivers and chauffeurs, 
general teamsters, furniture and department store drivers and 
helpers, soda and mineral water drivers and helpers, auto livery 
chauffeurs, public service teamsters, chauffeurs and stablemen, 
bakery, cracker, pie, and yeast wagon drivers, grease teamsters 
and helpers, piano moving teamsters, street railway teamsters, 
milk wagon drivers, dairy employees, meat drivers and sales- 
men, bone and tallow teamsters, tea, coffee, butter and eggs 
drivers and chauffeurs, team drivers (Chicago Heights), gen- 
eral teamsters (South Chicago). 
The locals belonging to the Chicago Teamsters, Chauf- 
feurs and Helpers Union of Chicago and Vicinity are: ice wagon 
drivers and helpers, coal teamsters and chauffeurs, truck driv- 
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ers, van drivers, machinery movers and riggers, ice-cream driv- 
ers, lumber box and shavings teamsters, railway express drivers, 
baggage and parcel teamsters, city sanitary teamsters, excavat- 
ing teamsters, hay, grain, and feed teamsters, roofing teamsters, 
general teamsters of Maywood and vicinity, municipal motor 
truck drivers, building material teamsters. 

The foregoing classification of the teamsters’ locals of Chi- 
cago further illustrates the entirely independent jurisdiction ex- 
ercised by the two groups of locals. With the exception of the two 
local unions of truck drivers, one in each group of locals, there 
is no jurisdictional conflict to be found. The two truck drivers’ 
locals, however, have had numerous disputes. In order to avoid 
friction a business firm will not ordinarily employ simultaneous- 
ly the drivers of both locals. 

The basis of organization in the two groups is alike. Each 
local attempts to embrace a particular “craft” division of the 
teaming and trucking industry. By a craft division of the driv- 
ers is meant a classification of the men according to the charac- 
ter of the work they perform. For instance, the coal wagon 
drivers and the milk wagon drivers belong to the Coal Teamsters 
and Chauffeurs Union and the Milk Wagon Drivers Union 
respectively. The circumstances attending the work of these 
two local unions are so unlike as to require entirely different 
working rules, different hours, and different rates of pay. The 
services of the coal teamsters and chauffeurs are valued more 
by the number of horses driven per vehicle, or by the number of 
tons per truck. Their hours are very indefinite and most of their 
work comes during the winter months. On the other hand, the 
milk driver is more than a wage-earner delivering milk. He is a 
salesman who must meet the public and build up a trade, and 
should any of his customers fail to pay their bills promptly, he 
acts as a collector for the company. On this account he occupies 
a strategic position in bargaining with his employer. This fact is 
recognized by a commission on sales over and above a basic 
rate of pay. 

Thus it may be seen that although both the milk driver and 
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the coal driver and helper are engaged in working with vehicles 
that are somewhat similar, yet the character of the work per- 
formed by each is so different as to make it unwise to group the 
two into one union. Each group of workers has its own peculiar 
problems and each formulates rules and establishes working 
conditions which will adequately provide for the peculiar needs 
of its membership. With a few minor exceptions this reasoning 
applies generally to all of the local unions of teamsters and 
chauffeurs. Notwithstanding the many dissimilarities of work, 
the structure of the local unions does not vary a great deal. 
Broadly stating the case, each local union is composed of all the 
drivers and helpers in a single branch of the teaming industry. 
For instance, the Commission Wagon Drivers Union embraces 
all of the drivers and helpers employed in connection with the 
work of teaming and trucking for the commission houses of 
Chicago, those houses engaged in the buying and selling of prod- 
uce. Other locals include the men engaged in similar branches 
of the teaming industry. 

Each local union is subject to a joint council. The twenty- 
four unions composing the larger group are subordinate to a 
joint council, which in turn is under the control of the Inter- 
national Brotherhood. The sixteen local unions composing the 
rebel organization are subordinate only to the joint council 
which they themselves have formed. In all matters of general im- 
portance the International Union regulates the activities of the 
locals affiliated with it. It levies assessments when the occasion 
demands it; it regulates the by-laws of the local unions; it con- 
trols the central defense fund; and it has final decision on the 
advisability of a strike. The independent group of sixteen locals 
is controlled in a similar way by the executive committee of the 
joint council which they have formed. 

Although for entirely different reasons, there may also be 
said to be two general divisions of employers in the teaming and 
trucking industry of Chicago. First there are the large manufac- 
turing establishments and wholesale firms. Local transportation 
to them is a relatively minor expense of operation. They have 
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the option of owning their trucking equipment or of contracting 
their work to trucking companies. The significant point is that 
the wages of the drivers form only a minor portion of their 
running expenses. Secondly, there is that group of team and 
auto truck owners whose sole business it is to contract for team- 
ing and trucking work. Such establishments as those engaged 
in the milk and ice businesses are also classified in this second 
group, inasmuch as these companies are organized to carry on 
delivery service of milk and ice. The members of this second 
group own, as a rule, all of their delivery equipment and hire 
the drivers and helpers through the local unions. To this group 
of employers both the rate of wages paid the men and the num- 
ber of hours they work per day are vital factors to be reckoned 
with in their cost of doing business. In fact, the expense of 
wages forms their principal cost factor. 

In addition, there is a fundamental difference in the rela- 
tions of the two groups of employers in the teaming industry 
with their drivers. The employers and the employees of the sec- 
ond group are more closely associated. In this group all prob- 
lems affecting the teaming industry will have a mutual effect 
upon the employers and their employees. For instance, the or- 
ganization of the drivers and helpers benefited not only the men 
themselves but also their employers. Unscrupulous employers 
no longer find it easy to underpay the men according to the pre- 
vailing rate nor to work them longer hours than is the custom, 
thus allowing them to underbid some of the other employers. 
The pressure of the union for uniform wage scales and working 
conditions has been a strong influence in shifting the teaming 
business into the hands of the more capable employers, who in 
turn have exercised greater care in selecting their employees. 
The net result has been that the general level on which the team- 
ing business is conducted has been raised. 

The organization of the drivers and helpers has also stimu- 
lated the employers of the teaming industry to organize more 
efficient employers’ associations. For instance, the teaming and 
trucking contractors are formed into several team owners’ asso- 
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ciations. They form such organizations as the Excavating Team 
Owners’ Association, the Commission Team Owners’ Associa- 
tion, and the Coal Team Owners’ Association. The firms making 
up the other group of employers are, however, usually members 
of one or several employers’ associations. These employers may 
or may not be organized to deal with the teamsters though they 
may follow a general labor policy as laid down by the associa- 
tion of which they are a member. They belong to such organiza- 
tions as the National Association of Manufacturers, the Illinois 
Manufacturers’ Association, and the Chicago Employers’ Asso- 
ciation. Membership with the latter association, of course, in- 
volves a definite stand against all employees’ unions. 

The teaming business is primarily a local business. In the 
main the work is confined to Chicago and vicinity, so that the 
conditions elsewhere have only an indirect effect on the local 
problems of the teamsters. There is a similarity, however, be- 
tween the wages and conditions of the union drivers in Chicago 
and those of other cities. This may be a result of the general pol- 
icy advocated by the International Brotherhood, though it 
would be difficult to gauge the influence of this general policy. 

An important influence on the teaming and trucking indus- 
try was the introduction of the motor vehicle. One might have 
concluded that the coming of the motor truck would undermine 
the teamsters’ union; but on the contrary the auto truck actual- 
ly increased the union membership. As the auto trucks increased 
in number some of the teamsters took up the new occupation 
and still retained their membership in their respective locals. In 
addition, the drivers outside this group, who were hired to 
chauffeur the trucks, also became members of the teamsters’ 
unions. In order to take care of this new class of members the 
International Brotherhood petitioned the American Federation 
of Labor to be allowed to change its name so as to include the 
word “chauffeurs.” The independent group of sixteen locals 
made a similar change in their title in order to meet this new 
situation. 

In some branches of the teaming industry the auto truck 
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has displaced the use of the teams almost entirely. For instance, 
the members of the Furniture and Van Drivers’ Union have 
practically all become chauffeurs. On account of the long hauls 
that this class of work requires and the large loads usually taken 
it was not long before the motor truck was conceded to be more 
practical than a team. Furthermore, the increased speed and ca- 
pacity of the auto truck meant that fewer vehicles were required 
to perform the work, and consequently fewer drivers were need- 
ed. Nevertheless, indirectly the truck was a strong influence in 
causing an increase in business, and this exerted a counteracting 
influence toward increasing the number of drivers. 

With the use of the auto truck the business firms can reach 
out easily and cheaply and tap territory for business that before 
could not be developed. Moreover, at the time of the introduc- 
tion of the truck, Chicago and its suburbs were increasing rap- 
idly in population, and this meant an additional number of peo- 
ple to serve. Business was also greatly increased in such lines 
as those operated by the bakery drivers and the tea and coffee 
salesmen. As a result of these circumstances, the membership 
of the teamsters’ unions, instead of decreasing, has actually in- 
creased after the advent of the motor truck. Whatever portion 
of the membership was lost by the greater efficiency of the motor 
vehicle was more than offset by the increase of business and of 
the population. This is supported by the fact that in 1912, when 
the motor vehicle was coming into favor, the membership of the 
International Brotherhood in Chicago was 12,000. Today this 
union has approximately 24,000 members, or just twice the num- 
ber at the time of the introduction of the truck.” 

The work of the chauffeur also required more skill than that 
of driving a team. The driver not only had to be somewhat fa- 
miliar with the intricacies of the engine, but he also had to be 
rather skilful in handling such a vehicle in dense traffic. The 
added skill essential for the handling of the auto truck required 
the fixing of a scale of wages that was adequate for such work. 
This occupation was placed a grade higher than that of teaming, 


* Allowance must be made, however, for the 2,200 dairy employees who were 
admitted in 1919. 
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although where the use of the automobile only made it more 
convenient, as in the work of the tea and coffee salesmen, no 
added remuneration was given for the skill necessary to run a 
motor vehicle. In some businesses such as those of ice and milk, 
the horse is still used. With the growing use of the auto trucks, 
different types of machines have been constructed for various 
purposes until the classes of chauffeurs are almost as numerous 
as those of the teamsters. 

In addition to proving themselves adaptable to the changing 
economic conditions, the union drivers have also been very ef- 
ficient in coping with the constantly pressing problems of wages, 
hours, and working conditions. Gains have been secured for the 
most part without resort to the strike. Since the general strike 
of the teamsters in 1905, there have been but two disturbances 
of much importance. In 1908, the members of the Carriage and 
Cab Drivers Union went out on strike for a six-day week and 
were decisively defeated. As a consequence the union disinte- 
grated. In the following year, the members of the Department 
Store Drivers Union struck for recognition of their union. They 
were likewise defeated and their union was disbanded. In re- 
cent years there have been numerous brief strikes and lockouts, 
but none of particular significance. This is the case in spite of 
the fact that the trade-union weapons of striking and picketing 
are peculiarly suited to the drivers in the teaming and trucking 
industry. Inasmuch as the work of the drivers requires them to 
be out on the streets and highways, the union can operate very 
effectively in prohibiting the “strike breakers” from working. 
In fact, they may harass the men so severely as to make it im- 
possible for them to work at all, unless they are adequately pro- 
tected. On account of such circumstances there is also likely to 
be much violence connected with a drivers’ and chauffeurs’ 
strike. 

III 

In all of these operations, in adjusting themselves to the 
changing economic conditions and in bargaining for better work- 
ing conditions, the teamsters and chauffeurs carry on in charac- 
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teristic trade union fashion. But, upon closer observation it is 
seen that these workers are not strictly trade unionists. Taking 
the whole group of workers, it would be incorrect to classify 
them either as a ¢rade union or as an industrial union. The char- 
acter of the work performed and the methods of operation cre- 
ate conditions that are peculiar to the teamsters’ union. In the 
first place about one-fifth of the members of the union are en- 
gaged in work involving duties as salesmen or collectors, or both. 
Such locals as those of the milk drivers, tea and coffee sales 
drivers, bakery sales drivers, and the laundry drivers are exam- 
ples of this situation. The performance of such functions creates 
a class whose perspective and whose attitude toward union prob- 
lems are quite different from those of the ordinary unionist. 
Strange as it seems, however, these men seek through collective 
bargaining, the strike, boycott and picketing to increase their 
wages and better their working conditions. But through their 
efforts as salesmen, these drivers have worked up a trade upon 
which the employers are dependent, thus giving them a strong 
leverage in the bargaining for more favorable terms. It is these 
peculiar conditions that distinguish this group of workers from 
the usual trade union. 

In the second place a significant proportion of the drivers 
belonging to these unions own their rigs and contract for team- 
ing and trucking work like the teaming and trucking companies. 
For example, the ice drivers for two of the large ice companies 
own their vehicles. The arrangement is that after a period of 
three years’ service the driver is given his vehicle and from then 
on is a broker of ice, although the wagon still bears the name of 
the company with whom he deals. He buys the ice from the 
company and sells it over the same route as before, but in place 
of the wages he formerly received, his returns are in the form of 
business profits. One of the chief motives that prompts this 
group and other drivers who own one vehicle to join the union is 
the fact that they are usually in sympathy with the employee 
class. They are not far removed from the employee group and 
probably at one time were employees. In order to be entirely 
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free from molestation they will probably join either one of the 
local unions or a team owner’s association, though as was ex- 
plained they will usually affiliate with the former. In addition, 
some of the jobs that this class of union members contract for 
require the assistance of helpers, and these must be union mem- 
bers if peace is desired with the locals. But as a trade union is 
usually thought of as an organization of wage-earners, these ob- 
servations further establish the fact that the unions under dis- 
cussion present a peculiar form of the trade union movement. 

On the other hand the unions do not fall entirely into the 
class of industrial unions. They are industrial unions inasmuch 
as they are a homogeneous combination of workers engaged in a 
given industry; but in further dividing the drivers and helpers 
into local unions according to the character of the work they 
perform, an effort is made by the members to set up craft divi- 
sions within the industry. Such divisions are contrary to the 
principles of industrial unionism. Furthermore, each local union 
has a separate trade agreement with the employers by whom the 
local members are employed. But separate trade agreements in 
a group according to craft divisions are characteristic of trade 
unions and not of industrial unions. Therefore, it seems logical 
to conclude that these unions may more nearly be classified as 
trade unions than as a form of industrial unionism, although 
whatever the classification it is important to keep in mind the 
peculiar conditions affecting this group of workers. 


IV 


In turning now to the actual conditions of the drivers’ un- 
ions in respect to wages, commissions, and hours of the members, 
the diverse factors affecting these local unions should be kept 
clearly in mind. This is necessary in order to obtain a clear con- 
cept of the character of these locals as they are found today in 
Chicago. 

Beginning in the year 1913, the union drivers were hard put 
to it to keep their wages on a level with the cost of living. The 
average wage rates per hour for the teamster and chauffeur in 
1913 were 28.3 cents and 31.8 cents respectively. But in 1923, 
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at the end of the ten years, these rates had increased to 69.4 
cents for the teamsters and to 64.4 cents for the chauffeurs. The 
higher rate for the teamsters is due to the relative high rates paid 
the 5,000 milk drivers. From these figures it is evident that the 
average rate of wages per hour has more than doubled in ten 
years. 

In 1916, however, the cost of living in Chicago increased 
rapidly, and by 1920 it had more than doubled in comparison 
with the cost of living in 1913. Wages, on the contrary, did not 
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increase appreciably until 1918, fully two years after the cost of 
living began its ascent. This comparison is seen more clearly 
from the accompanying table of index numbers comparing the 
cost of living in Chicago with the average hourly wages of the 
union teamsters and chauffeurs for the period 1913 to 1923.° 
From Table I it is readily observed that the wage-rates of 
the union drivers did not attain the level of the cost of living un- 
til 1920. Following that year the cost of living had a tendency 
to fall, while the average wage-rates of the men remained on 
the relatively higher level attained by them in 1920. The aver- 
age hours worked per day had also decreased during the ten- 
* These index numbers for the drivers were computed from the rates existing 
over this period of ten years that were paid to 12 representative locals. The 


greater part of these data are found in the Bulletins of the Bureau of Labor Sta- 
tistics, Nos. 143, 194, 214, 245, 274, 302, and 349. 
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year period. In 1913, the average hours worked by the team- 
sters and chauffeurs were respectively 10.2 hours and 10.6 
hours, while by 1923 these averages were 9 hours and 9.6 hours. 
By allowing for this change in the average hours worked per day 
the daily wage of the chauffeurs is shown to increase from an av- 
erage of $3.37 in 1913, to $6.18 in 1923. This is an increase of 
80 per cent whereas the cost of living in Chicago increased only 
52 per cent. The teamsters received a smilar average increase. 


TABLE II 
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Furthermore, the increases in wages received by the chauf- 
feurs and teamsters compare favorably with the wage increases 
received in other occupations in Chicago. Table II serves to 
illustrate such a comparison. The table* shows, for selective 
years, the average weekly wages of the chauffeurs and teamsters 
along with the weekly wages of ten other occupations in Chi- 
cago. The percentage of increases of the weekly wages in 1919, 
1921, and 1923 over the year 1913 is also given. 

From Table II it is manifest that the union drivers and 
teamsters were fully as successful as other union workers in Chi- 
cago in effecting wage increases. In fact, the union drivers ob- 
tained greater relative increases for the period 1913 to 1923 


“See note 3. 
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than most of the other occupations listed in the table. In addi- 
tion, the actual weekly wages of the drivers are not far below the 
level of those received by members in skilled trades. 

By now it should be clear that the union drivers made a 
large net gain in their wages over the ten years, although this is 
offset to a degree by the dull business period prevailing in the 
several years at the end of the ten-year period (1913-23). 
Many of the men were unemployed, while those who did have 
work were not employed in overtime periods so much as former- 
ly and hence received less earnings than before. 

Pay for overtime work is an important factor that enters 
into the earnings of the union drivers and their helpers. If the 
rate for overtime work is not placed high enough there is not — 
much advantage to be found in decreasing the number of regu- 
lar working hours per day. The average hours worked from 
1913 to 1917 were between ten and eleven. The average worker 
was employed for 30 cents per hour, while the overtime rate 
ranged between 271% cents and 50 cents per hour. That is to 
say, pay for overtime was not high enough to make such work 
remunerative in a high degree to the worker, nor costly enough 
to prohibit the employer from requiring long hours of the men. 
At the present time, however, the rate of time and one-half for 
overtime is the prevailing rate for a large proportion of the un- 
ion drivers. Sunday and holiday work are also usually paid for 
at the rate of time and one-half or double time. 

On account of the character of some of the work of the 
teaming crafts there are various exceptions to the above state- 
ments. For instance, the milk drivers work an eight-hour day 
and Sunday work is paid for at the regular rate, although they 
receive time and one-half for holiday work. The ice drivers also 
have an eight-hour day, though they work on an average of ten 
hours during the summer season. The rate of overtime work for 
the ice drivers is time and one-half, while their holidays are con- 
sidered as regular working hours. All their Sunday work is paid 
for at the rate of $1 per hour. It is stated in the present agree- 
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ment of the ice-wagon drivers with their employers that there is 
to be no Sunday work except in extreme cases. 

Some of the teamsters and chauffeurs are paid commissions 
for all work over and above a fixed basic or guaranteed wage. 
Many of the men act as salesmen and collectors for their em- 
ployers, while others who own their rigs may be paid a specified 
commission in proportion to the amount of business secured. 
The unions which adopted the commission form of payment 
when they organized, in 1902, still cling tenaciously to this sys- 
tem. The following discussion is devoted to a number of the 
unions employing this system as well as to the wages and condi- 
tions of other representative unions. 

The union milk-wagon drivers are probably working under 
as satisfactory conditions from the point of view of the men as 
are any of the other union drivers. At the present time they are 
paid a basic wage of $45 per week for an eight-hour day and a 
six-day week, though by a system of shifts a man is always sup- 
plied for Sunday morning delivery. In the winter time the work 
of the drivers is included within the hours from eight o’clock in 
the morning to four o’clock in the afternoon, but during the 
summer months this is shifted to earlier in the day, to avoid the 
effects of warm weather on the commodities they distribute. 
Above the basic wage of $45 the drivers are paid a commission 
on sales. Their commission rate has varied during different 
years. In 1921, it was .6 of a cent for each bottle of milk over 
190 that was delivered, 1 cent a pound for butter, and 1 cent per 
dozen for eggs. With a basic wage of $45 per week a man with 
a good route should easily make $60 per week. Each driver also 
receives a two weeks’ vacation every year with pay. 

The milk drivers have developed a strong organization 
which holds a strategic position in respect to bargaining strength. 
It is highly improbable that public opinion would permit this 
group of drivers to go out on an extended strike on account of 
the extreme privations that would result from such an action. 
The union also owes much of its development to an able leader- 
ship. The officers have been of a capable and conservative char- 
acter from the time of the union’s organization. 
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The union of bakery sales drivers also has been very con- 
sistent in advancing the wages and commissions of the members. 
In the year 1906, they were receiving $14 per week with a 3 per 
cent commission for all sales over $250 per week. By 1924, 
they were receiving $45 per week with a commission of 5 per 
cent on all sales over $500 per week. Like the milk-wagon driver 
the bakery sales driver with a good route should make close to 
$60 per week. The commissions are more important, however, 
to the group of drivers operating in the denser business sections 
of the city than to those who are operating on the outskirts. 
Including the yeast-wagon drivers who are also members of the 
local, the membership is approximately 1,250 in number. 

The tea, coffee, butter, and egg salesmen also belong to the 
salesman and commission class. These drivers, who are about 
500 in number, have a six-day week with the number of hours 
worked depending mostly on the industry of the driver. The 
butter and egg salesmen receive $42.50 per week as a basic wage 
with a commission of $2 per 1,000 units a month over and above 
2,000 units. By a unit is meant one pound of butter, one pound 
of cheese, or one dozen of eggs. Their helpers are receiving $25 
per week. The tea and coffee drivers of the union are paid a 
basic wage of $40 per week with a commission on all units over 
1,236 points. 

The Laundry Drivers’ Union is composed of over 2,000 
members. These drivers are paid various commissions depend- 
ing on the amount of business secured and the nature of the 
commodity handled. For instance, they receive 5 per cent com- 
mission on all starch work handled, ro per cent on all collections 
over $95 per week, and 5 per cent commission on all business 
secured over $80 per week. There is also the ordinary laundry 
driver who is paid a flat rate per week for his services. 

Another union that must not be overlooked in the discus- 
sion of commission rates is that of the ice-cream drivers and 
helpers. By an agreement signed during 1925, the drivers will 
receive during the summer months $20 a week salary and a com- 
mission of 5 cents per gallon of ice-cream delivered, and $40 a 
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week salary and 5 cents per gallon commission during the six 
winter months. According to one of the employers such rates net 
the average driver approximately $70 per week, although on the 
contrary the business agent of the union claims that the weekly 
average is much lower. It is a fact that some of the men receive 
much more pay than others simply because they have a better 
route or are working in a downtown district. But out of their 
pay they must hire a helper to assist them with the heavier work. 
In addition to the above unions, the following are also work- 
ing on a commission basis: the members of the Meat Drivers 
and Salesmen Union, the Tobacco Drivers and Salesmen Union, 
a portion of the Auto Livery Drivers Union, and the brick team- 
sters of the Building Material Teamsters Union. In 19109, the 
latter group was receiving 60 cents per thousand brick hauled 
for the first two miles of the haul and to cents per thousand 
brick for each additional two miles or fraction thereof. Thus it 
can be observed that at least nine of the local teamsters’ unions 
of Chicago have a commission form of wages in some degree. 
TABLE III 
Per Week 

Single wagon 

Team wagon 

1%4-ton trucks 

5-ton trucks 

Overtime at the rate of 80 cents per hour 

The local union of commission wagon drivers of about 2,000 

members, contrary to the implication of their name, do not work 
on a commission basis, but are engaged in trucking for the large 
commission firms which make up the Chicago produce market. 
The nature of their work is to make long and short hauls of vege- 
tables and other produce from the commission houses to the va- 
rious customers located over the city. The men are usually hired 
by a team owner who has contracted with the commission firm 
to furnish the vehicles and drivers and helpers necessary for the 
work. The hours range from six-thirty in the morning to five- 
thirty at night, allowing the drivers‘on an average to make ten 
trips per day. Their present wage scale is as given above. 
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In about the same class as the commission wagon drivers is 
the large group of truck drivers, approximately 5,000 in number. 
One division of this group, of about 3,500 members, belongs to 
the International Brotherhood division, while the remainder are 
members of the Chicago Teamsters Union. Although these lo- 
cals come under a separate jurisdiction they ordinarily have the 
same wage scale and working conditions. These drivers operate 
principally around the depots and other transportation centers. 
They also perform the multitudinous jobs of teaming and truck- 
ing that are found in such a city as Chicago. The greater part of 
the work is managed by the teaming companies that own the 
necessary equipment, although there are still a number of driv- 
ers who own their vehicles and contract to do various jobs of 
work. The diverse classification of the work of this group of 
drivers is illustrated by the following wage-scale, under which 


they are working. 
TABLE IV 
Teamsters 
Single-horse drivers 
Single wagon, team attached 
Double wagon 
Three-horse wagon 
Four-horse wagon 
Chauffeurs 
Less than 1-ton truck 


2-ton and less than 3-ton 
3-ton and less than 5-ton 
5-ton and less than 7-ton 
7-ton truck and over 

1-ton and less than 3, electric 
3-ton and over, electric 


These drivers work, on an average, ten hours per day. All 
overtime is paid for at the rate of 1 cent per minute for the first 
hour, and 1% cents per minute thereafter. The greater number 
of the teamsters are engaged in working with the ordinary team 
and wagon, whereas the chauffeurs are more or less concentrated 
in the class using from a 2-ton to a 5-ton truck. 
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The members of the Van Drivers Union are closely allied 
with the Truck Drivers Union in respect to the nature of the 
work that is required of them. The number of members of the 
Van Drivers Union has remained practically stationary at 800, 
owing in large part to the advent of the power-driven truck. At 
the present time there are probably not more than 30 teamsters 
affiliated with the union. The teamster either had to change to 
the auto truck or be forced into some other line of work. The 
chauffeurs of the large vans are receiving $40 per week. They 
engage chiefly in such work as moving household goods, furni- 
ture, and other bulky commodities. 

The express wagon drivers of Chicago form a compact union 
of approximately 2,000 members. In addition to the regular 
drivers, many extra men must be taken on during the rushes 
which occur during the holiday season. The express drivers and 
their helpers are hired directly by the company and are working 
under a regular union agreement. They work an eight-hour day 
26 days in the month; and their wages are graded according to 
the five groups as follows: 

TABLE V 


Conductors and chauffeurs 
Helpers and drivers 

Single wagons 

Helpers, wagons and 2-ton trucks 
Checkers in buildings 


On account of the commodities the drivers handle some of 
the men are required to take out bonds. This union also seems to 
hold a strategic position in regard to bargaining strength. All of 
the drivers in the field are organized, and consequently any 
strike of the men would tend to bring things to a standstill. Yet 
during the strike of 1905 the drivers of this union were probably 
the hardest hit of any of the union men. 

The newspaper drivers of Chicago have formed a union that 
has approximately 600 members. Their work is classified ac- 
cording to the length of the shift worked, the ordinary working 
shift being six or nine hours. On October 1, 1924, the union 





THE CHICAGO TEAMSTERS’ UNIONS 31 


signed an agreement calling for $41.70 per week for the driver 
working nine hours per day, six days per week. In previous 
years the employers had insisted on standardizing the work ac- 
cording to day- or night-work. This union is organized to in- 
clude all of the drivers engaged in this line of work except a few 
drivers working for some of the foreign newspapers. 

In order to emphasize the peculiarity of the Chicago team- 
sters’ unions something should be said of the members who have 
nothing whatever to do with transportation. Chief among this 
group are the 2,200 dairy employees. Following the organiza- 
tion of this local in 1919, an extensive classification was made 
of the many operations in and about a dairy, and the scale of 
wages has been adjusted to this classification. The more skilled 
labor such as the pasteurizer men and milk inspectors receive a 
minimum of $41 per week. The ordinary dairy helper receives 
from $35 to $39 per week. The office force is also included in 
this agreement, with the exception of the clerks in the main 
offices whose duties may be of a confidential nature. The junior 
clerks are paid a minimum of $29 per week for the first three 
months, $31.50 per week for the second three months, and $34 
per week thereafter. Senior clerks receive a minimum of $48 per 
week. In addition one of the articles of the agreement stipulates 
that any employee working 51 per cent of his or her time in a 
classified occupation shall receive the highest scale specified for 
such work. 

Other members of the Chicago teamsters’ unions that are 
not engaged in teaming or trucking are the oil station employees 
and the garage workers. The former include all men in charge 
of the oil stations over the city. They have a minimum wage of 
$120 per month and a maximum of $145 per month. The union 
of garage workers is as yet in an immature stage of development. 

A large and somewhat transient group of teamsters and 
chauffeurs that should be mentioned are those engaged in ex- 
cavating work. Their numbers run well over the 2,000 mark, 
depending a great deal on the season or the amount of work to 
be done. During the slack seasons in the other branches of team- 
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ing and trucking, numerous drivers (of the Chicago Teamsters 
Union group) take out transfer cards and engage in excavating 
work. By the use of these transfer cards an individual may 
transfer his membership from one local union to another pro- 
vided they are in the same division of local unions. For instance, 
during the summer season a number of the coal drivers may wish 
to engage in excavating work, and so will have their membership 
transferred to the excavating union of teamsters and chauffeurs. 
The employers in this branch of the industry are represented for 
the most part by the Excavating Team Owners Association. 
This body contracts to furnish men, teams, and trucks as they 
are required by the building contractor. 

There are several other unions whose members have an in- 
fluence in the general policies of the drivers’ unions, although 
they are all more or less represented in type by one of the unions 
discussed above. Moreover, the membership of the drivers’ un- 
ions as a whole exerts a strong influence in the union circles of 
the city, even though some of the locals of the drivers are not 
organized so efficiently as they might be. They have not as yet 
perfected the “closed shop” policy, but they are well on the way 
toward this goal. In this connection one employer relates the fol- 
lowing experience: ‘We tried to send non-union men out on the 
streets with teams and auto trucks, but so much trouble ensued 
that it did not pay.” This is a statement from one of the largest 
teaming employers in the city. 

However, it must not be inferred from the statement above 
that all of the teamsters and chauffeurs in Chicago are organ- 
ized. According to the United States Census for 1920, there are 
40,108 men engaged in teaming and trucking in Chicago. The 
membership of the one group of unions, as given by Mr. Tobin, 
President of the International Brotherhood of Teamsters and 
Chauffeurs, is 24,000." The membership given by the officials of 
the other group of drivers’ local unions is 13,000. This gives a 

* The Dairy Employees’ Union, the Garage Workers Union, and the Oil Sta- 
tion Employees are affiliated with this group though not actually engaged in 


transportation. These three unions have about 2,700 members in all and belong 
to the I. B. of T. Group. 
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total of 37,000 union members, about 34,300 of whom are en- 
gaged in actual transportation. Comparing these figures with 
those of the census it is seen that 5,808 workers, or 15 per cent of 
the total, are unorganized. Included in the unorganized group 
are the chauffeurs of three cab companies: the Yellow Cab 
Company, the De Luxe Cab Company, and the Checker Cab 
Company. In this group also, there are many department store 
drivers, whose local union was disbanded after their unsuccess- 
ful attempt to gain recognition of their union by their employers 
in 1909. In addition there are numerous retail dealers who pos- 
sibly require only one delivery truck to carry on their business 
and employ boys to operate them. In this class will fall numerous 
small laundries and groceries over the city, some of them being 
very persistent in refusing to hire union men. From the above 
evidence it is clear by now that the teamsters and chauffeurs 
have been reasonably successful in organizing the drivers’ union 
in Chicago. 

In proceeding with the study, another feature that should be 
noted in connection with the investigation of the teamsters’ un- 
ions in Chicago is their “benefit” system. Strike or lockout 
benefits are paid all members in good standing at the end of the 
second week of the strike or lockout. The union constitutions 
state that all such benefits will be paid as long as the condition 
of the defense funds will warrant such payments. The Interna- 
tional Brotherhood pays $10 per week to its members and the 
Chicago Teamsters Union pays $5 per week. A specified reserve 
is on hand at all times to allow for these payments. 

In addition to the strike benefits, sick and death benefits 
have been developed in several of the local unions. The largest 
benefits are those paid by the Milk Drivers Union. This union 
pays $20 per week sick benefits and $1,000 death benefits. The 
dues of this union, however, are $4 per month and the initiation 
fee is $100, both much higher than the average fees of the other 
locals. The Truck Drivers Union of the International pays a 
sick benefit of $15 per week and a death benefit of $200. More 
recently, the Dairy Employees Union adopted a plan whereby a 
$15 per week sick benefit and a $500 death benefit are to be paid. 
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The payment of all these various social benefits is more or 
less restricted by the stringent rules regarding the qualifications 
of a member to receive these payments. The Truck Drivers (In- 
ternational Brotherhood) grade the payments on a seniority 
basis: 

The first three months after becoming a member, no benefits will be 
paid; thereafter the benefits will be from three to the end of six months, 
$100; after six months fo the end of twelve months, $200; thereafter $400. 

This provision is typical of the care with which the death 
benefits are administered. The rules of payment of the sick 
benefits are also accurately defined. They usually provide for a 
committee to make an investigation into all cases claiming a sick 
benefit; and also a maximum and minimum period within which 
the payment may be made, as: 


No benefit will be paid for less than seven days. Local 705 will not pay 
more than ninety days’ benefit to any one member in any one year 
case of an epidemic, the by-laws pertaining to benefits shall become void. 
But the local union shall render such assistance as is possible. 


These benefit systems, however, are developed in only a 


small number of the locals, the greater number of the forty local 
unions of drivers in Chicago having made no such advancement 
along these lines. 


V 

The payment of the benefits as was intimated above takes 
a subordinate place in the minds of the union men, for as a rule 
they are more concerned with increasing the effectiveness of 
their power in collective bargaining. In the agreements between 
the union drivers and their employers, different phases of col- 
lective bargaining are very accurately worked out. The numer- 
ous operations of work found in each local union are very care- 
fully classified and defined in the agreements. Such questions 
as those relating to discipline, membership, pay for overtime 
and holidays, and all of the details concerning the general work- 
ing conditions are usually included. Although the teaming and 
trucking industry is not rigidly operated on a “closed shop” 
plan, in practice (as was intimated in a previous paragraph) it 
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works out that way. Most of the agreements provide that the 
union drivers are to be given preference in the hiring of workers. 
In many of the agreements a clause is inserted similar to the 
following, which is taken from the agreement of the Dairy Em- 
ployees’ Union with the dairy companies: 

The Employer agrees to hire only members of the Union carrying the 
regular working card or those who will become members within fifteen days, 
provided, however, that such employee will make immediate application for 
membership in Local Union No. 754, I. B. of T., C., S. and H. of A., and 
pay the sum of $2.00 per week, the same to be applied on initiation fee. 

Such clauses as this give priority to the union members as 
regards employment, and at the same time the union is protected 
against any encroachment by non-union workers. In addition to 
clauses of this character, a plan of arbitration in case of dispute 
is also stipulated in the agreements of the several locals. It is 
provided that in case of disagreement the dispute will be sub- 
mitted to a committee of five for arbitration: two to be selected 
by the employer and two to be selected by the union and the fifth 
by the first selected four. During the time the case is pending it 
is also provided that there shall be no lockout or strike. In some 
cases a Single arbiter is appointed to render the final decision 
concerning the dispute. This is aptly illustrated in the case of 
the brief strike of the coal teamsters and chauffeurs during the 
first part of 1925. Failing to reach an agreement the drivers and 
their employers appointed State’s Attorney Robert E. Crowe as 
arbiter to render a decision. As a result all classes of drivers in 
this local were given a flat increase of 60 cents per day. 

Moreover, the employers and the employees have come more 
and more to abide by their agreements in good faith. Petty dis- 
putes and problems are constantly arising during the life of the 
agreements, but these are almost all settled by the committee or 
agents of the parties concerned. The agreements extend from 
one to three years in time. Any serious dispute usually occurs 
a few weeks before the agreement expires. Then perhaps for 
quite a period there will be conferences, called to decide what 
changes, if any, are to be embodied in the new agreement. For a 
number of years no serious strikes or lockouts have occurred. 
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Such a record is evidence that the drivers and their employers 
are developing the process of collective bargaining in its most 
efficient form. 

From the foregoing observations it is manifest that the Chi- 
cago teamsters’ and chauffeurs’ unions have become very profi- 
cient in bettering their working conditions. They have accom- 
plished these things by the usual trade-union methods, present- 
ing their demands by collective bargaining and backing up this 
process if necessary by the strike, boycott, and picketing. But 
again it is necessary to emphasize the fact that these unions are 
not trade unions in the strict use of this term. They are a hetero- 
geneous group of drivers and helpers grouped into local unions 
according to the character of their work, and operating accord- 
ing to trade-union methods. The group as a whole includes the 
wage-earner, the salesman working on a commission basis, and 
the employer who owns the vehicle that he drives, and even the 
unrelated groups of Dairy Employes, Garage Workers, and Oil 
Station men. It is these peculiar conditions that make the team- 
sters’ and chauffeurs’ unions of so much interest to students of 
industrial relations. 

STERLING F. Ricc 

NorTHWESTERN UNIVERSITY 
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The railroad mileage of the United States is over 3,800 miles 
less than it was in 1916 when it reached its maximum. At the 
end of 1916 the railroad mileage of the country consisted of 
254,037 miles; at the close of 1923 only 250,222 miles were re- 
ported. As a matter of fact, the railroad mileage at the present 
time is but slightly greater than it was in 1913 when the coun- 
try’s mileage totaled 249,777 miles. The yearly decreases are 


shown in Table I.” 
TABLE I 


December 31, 254,037 miles of railroad 
December 31, 253,626 miles of railroad 
December 31, 253,529 miles of railroad 
December 31, 1919 253,152 miles of railroad 
December 31, 1920 252,845 miles of railroad 
December 31, 1921 251,176 miles of railroad 
December 31, 1922 250,413 miles of railroad 
December 31, 1923 250,222 miles of railroad 


The net reductions since 1916 aggregate 3,815 miles. The 
actual abandonments, however, were greater than this figure 
would indicate because there were also additions during this 
period. 

This reduction in railroad mileage brought about through 
abandonments has been called to the attention of the public by 
a great many who have discussed the railroad situation. They 
conclude, for the most part, that it is an indication of the general 
stagnation of railroad development. By some it is claimed that 
these railroad abandonments have been brought about chiefly 
by the development of improved highways and increased opera- 
tion of motor vehicles thereon, which introduces a highly com- 
petitive situation. In order to comprehend the economic signifi- 
cance and importance of these abandonments and to determine 


* Thirty-seventh Annual Report on the Statistics of Railways in the United 
States, 1923. Interstate Commerce Commission, page Ixxxii. 
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the extent to which highway competition contributed to this net 
reduction in railroad mileage it is necessary to make a survey of 
the character and type of these abandoned lines and the reason 
which led to such results. Similarly a study of the conditions 
under which additions to our railroad mileage are made will in- 
dicate the trend in railroad development and extensions. 

The reason for abandonment can be ascertained in all the 
abandonments made since 1920. The Transportation Act passed 
in that year provides for the issuance by the Interstate Com- 
merce Commission of certificates of public convenience and ne- 
cessity for the abandonment of all or any portion of a line of 
railroad or for a discontinuance of its operation.” A similar cer- 
tificate is required before one can build a new railroad or make 
any extensions to an existing line. The facts involved in these 
abandonment proceedings are fully set forth and given their 
proper weight in the published opinions of the Commission 
which decide whether or not the operation and continuation of 
the railroad lines in question is necessary and can be carried on 
in the public interest. 

From the time the Interstate Commerce Commission as- 
sumed jurisdiction to May 1, 1925, certificates of public conven- 
ience and necessity were granted authorizing the abandonment 
of 120 lines and branches of railroad aggregating 2,438.95 
miles.* 

The line abandonments as indicated in Table II consist of 
all those which involved the abandonment of a whole unit of 
railroad or of the total mileage owned and operated by any one 
company. The branch abandonments include those which in- 
volved the abandonment of a portion of a company’s line of rail- 
road or one of its branches. The abandoned lines constituted 34 
per cent of the total number of abandonments and the branches 
66 per cent. A comparison of abandoned mileage shows the ex- 
act reverse relationship. The mileage of the abandoned lines is 


* Transportation Act, 1920, Section 1, paragraph 18. 

* Contained in Finance Reports, Interstate Commerce Commission; Vols. 
LXV, LXVII, LXX, LXXI, LXXII, LXXVI, LXXIX, LXXXII, LXXXVI, 
XC, and XCIV. 
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66 per cent of the total abandoned mileage and that of the 
branches is only 34 per cent. This is explained by the fact that 
the average length of an abandoned line was 39.25 miles and of 
an abandoned branch 10.49 miles. Over half of this mileage was 
abandoned in 1921 and 1922, or rather those were the years 
when the authority for these respective abandonments was 
granted. This was due largely to two factors. When the railroads 
were handed back to their owners by the Federal Government in 
1920, efforts were made to reduce operating costs wherever pos- 
sible. The abandonment of lines and branches where there was 


TABLE II 


RAILROAD ABANDONMENTS 








Lines BRANCHES Torat 





Miles > Miles . Miles 





23.97 54.27 
144. 82 692.94 
196.05 583.61 
152.39 457-69 
248. 38 429.08 

63.71 221.36 








829. 32 2,438.95 




















* From November 1. 
t To May t. 


little or no business was one way of cutting down operating 
expenses. Secondly, actual operations over certain lines and 
branches had ceased even prior to the passage of the Transporta- 
tion Act but the owners in complying with the law applied for 
formal authority granting abandonment soon after the railroads 
were restored to them. Thus the applications were more numer- 
ous in 1921 than in any one of the other years. 

These abandonments are not limited to any particular sec- 
tion of the country. They took place in every state except eight. 
There were no abandonments in this period in Delaware, Idaho, 
Kansas, Kentucky, Maryland, Missouri, Nebraska, and Utah. 
In Table III these abandonments are grouped according to geo- 
graphical sections. 
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The smallest abandoned mileage is found in the New Eng- 
land states; there no whole line of railroad was abandoned and 
the abandoned branches numbered 11, making a total of 54.47 
miles. The largest number of abandonments, as well as the 
largest mileage, occurs in the East North Central states. There 
the total abandonments number 26 and aggregate 810.26 miles 
of which 633.78 miles consist of abandoned lines. The abandon- 
ment of the Indiana coal division of the Chicago and Eastern 
Illinois Railroad Company comprising 162.11* miles, and the 
abandonment of the Chicago, Peoria, and St. Louis Railroad in 


TABLE III 








BRANCHES 





Grovuvs or STATES 
Av. 








4-95 
7.81 
9.81 
9.15 
3-45 


21.90 
12.06 
13.92 
22.74 





10.49 
































* One abandoned branch extended between California and Nevada. 


Illinois with its 234.3 miles of line’ account for the major portion 
of the abandoned mileage in this section. 

The average length of the line or branch abandoned is not so 
good a criterion of the situation as a summary and classification 
of the lengths of the various abandoned lines, as given in Table 
IV. It is of interest to note that 57 out of 120 abandoned lines 
and branches, or 47.5 per cent, are less than 1o miles long. 
Three-fourths of all the abandonments are less than 20 miles in 
length. A majority of the abandoned branches, 67.1 per cent to 
be exact, are less than ro miles in length. Approximately half of 
the abandoned lines are under 20 miles in length and the rest 
are over, though there are only 2 lines over a hundred miles in 


“Interstate Commerce Commission Reports, 71-609. 
® Ibid., 76-801. 





RAILROAD ABANDONMENTS AND ADDITIONS 41 


length. This problem of railroad abandonments is confined, 
therefore, almost solely to the short line or branch. 

The 2,438 miles of railroad abandoned in this period extend- 
ing over almost five years appear, when considered alone, to be a 
large amount of railroad mileage for the country to lose. But 
when a comparison is made with the total railroad mileage of the 
country these abandonments do not seem of such great conse- 
quence. On December 31, 1919, which was just prior to the pas- 
sage of the law making it necessary for railroads to obtain cer- 
tificates authorizing abandonments and which marks the begin- 


TABLE IV 











Lines BRANCHES Tora. 





LENGTH IN MILES 
Per cent No. Per cent " Per cent 





9.8 67.1 
41.5 20.3 
21.9 10.1 
21.9 

4.9 





41 100.0 























ning of the period covered by this analysis, the railroad mileage 
of the country stood at 253,152 miles. The 2,438 miles of rail- 
road abandoned during this period under discussion when com- 
pared with the total mileage of the country mean that for every 
thousand miles of railroad in existence at the end of 1919, 9.6 
miles have been abandoned. In Table V this abandoned mileage 
is compared with the total mileage for the various groups of 
States. 

In the Middle Atlantic and West North Central states the 
abandoned mileage amounted to slightly more than 4 miles for 
every thousand miles of railroad. That was the lowest ratio. In 
the East North Central group there were 18 miles of abandon- 
ments for every thousand miles of railroad, which was the high- 
est for any section. This high ratio is largely accounted for by 
the abandonment of two long lines in Indiana and in Iilinois. 
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The abandoned mileage in those states where more than one 
hundred miles was abandoned and the ratio of this abandoned 
mileage to the total railroad mileage of these respective states 
are shown in Table VI. 

TABLE V 








Total Miles of Total Miles Abandoned Mileage 
Groups of States Railroad Abandoned r Thousand 
1919 1920-25 iles of Road 





New England 7,985.59 
Mid. Atlantic 22,362.17 
E. N. Central 44,868.75 
52,176.46 
32,434. 56 
17,783.91 254. 
32,972.64 353- 
25,314.65 151. 
17,253.44 256. 
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253,152.17 2,438.95 














The ratio of abandoned mileage to the total railroad mileage 
is highest in Mississippi, where it reached 51.43 miles of aban- 
donments for every thousand miles of road. This is largely to be 


explained as the result of the taking up of logging roads which 


TABLE VI 
| 








Abandoned 

Abandoned Mileage per 
Mileage 1,000 Miles of 

Railroad 


State 





PERS Ccecennrciceabonecks 235 19. 43 
226 51.43 
216 24.67 
171 23.13 
170 20. 33 
145 19.80 
137 26. 29 
123 13.59 
112 12.45 
104 20. 61 











were no longer in use in consequence of the exhaustion of timber 
supplies. 

The relative abandonments differ widely in the respective 
states and in the several groups of states because of variations in 
the local conditions under which the raiiroad extensions were 
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made. The relative abandonments in the states east of the Mis- 
sissippi River were greater than in the states west of the Missis- 
sippi. The railroad mileages in these two sections of the country 
are almost the same: in the Eastern states there were, as of 
1919, 125,434.98 miles and in the Western states 127,717.19. 
The abandonments in the Eastern section amounted to 1,459.57 
miles against 979.38 miles in the Western section: 67 per cent 
greater in the Eastern states. For every thousand miles of rail- 
road in the Eastern states 11.6 miles were abandoned; in the 
Western states, only 7.6 miles. This difference can be largely ex- 
plained by the fact that a great many of the abandonments in the 
Eastern states consisted of lines and branches built originally 
for the purpose of marketing various natural resources: this 
supply having become exhausted and no other traffic having 
been developed the operation of such roads was no longer neces- 
sary and warranted. This type of railroad extension had not be- 
come so prevalent in the Western states. 

The purposes for which these railroads were built are not in 
every case brought out in the opinions and orders of the Com- 
mission, but such analysis as can be made indicates that a ma- 
jority of the abandonments involved roads which were con- 
structed originally as mining or logging lines or branches. Rail- 
roads were in many instances eager to build an extension or a 
branch into a nearby section or territory for the main purpose of 
tapping timber and mineral resources and thus securing addi- 
tional traffic. In many cases new companies were organized, 
sometimes by industrial interests, and lines built to tap such nat- 
ural resources and connect with a certain line of railroad. In 
Table VII the number and proportion of such abandoned log- 
ging and mining roads are set forth. This analysis shows that 
1,351.30 miles out of a total of 2,438.95 miles of abandoned 
railroads were built originally as logging or mining roads. This 
class of abandoned railroad mileage accounts for 55 per cent of 
the total abandoned mileage. Considerably over half of these 
1,351.30 miles consisted of logging roads. 

The principal causes leading up to the abandonment of rail- 
road mileage can in most instances be readily determined; in 
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some the causes are somewhat complicated. The lack of suffi- 
cient traffic to make operation profitable or even possible is in 
almost every case the fundamental reason for abandonment. 
The rearrangement of railroad lines and trackage accounts for a 
small number of abandonments. The primary causes for aban- 
donment are: (1) Exhaustion of natural resources; (2) Compe- 
tition from other railroads; (3) Highway competition; and (4) 
Rearrangement of railroad lines. The reasons for the 120 aban- 
donments may be summarized as in Table VIII. 


TABLE VII 








Lines BRANCHES TorTaL 





No. Miles No. Miles Jo. Miles 





Logging roads 24 600.66} 27 248.59 849. 25 
Mining roads 4 213.20} 18 288.85 502.05 





Logging and mining roads....| 28 813.86] 45 537-44 1,351.30 
All other roads 13 795-77| 34 298. 88 1,087.65 











41 |1,609.63) 79 829. 32 2,438.95 

















The outstanding fact deduced from this analysis and sum- 
mary is that the exhaustion of natural resources, which fur- 
nished the bulk of the traffic for these abandoned lines and 
branches of railroad, accounted for 65 per cent of the number 
of abandonments and for 57.8 per cent of the abandoned mile- 
age. Competition from other railroads resulted in traffic losses 
bringing about the abandonment of almost 30 per cent of the 
total abandoned mileage. Less than 5 per cent of the abandoned 
mileage can be attributed to motor vehicle competition over the 
highways as the primary cause. 

To illustrate these primary causes, typical cases are cited. 
The Alabama and Mississippi Railroad Company was author- 
ized, October 21, 1921, to abandon its line of railroad extending 
from Vinegar Bend, Alabama, to Pascagoula, Mississippi, a dis- 
tance of 75.5 miles.° The railroad was built to market timber 
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products. At the time of abandonment the territory traversed 
consisted largely of cut-over timberlands and the agricultural 
development was so small that only three carloads of agricul- 
tural products originated on this line in 1920. The passenger 
traffic was negligible. For five years prior to 1920 the line in- 
curred net operating deficits. The principal communities on the 
line were served by other railroads, so there was no hardship 
for them because of the abandonment. The road was in the 
hands of a receiver. No objection was made to the proposed plan 
of abandonment. 
TABLE VIII 








ABANDONMENTS ABANDONED MILEAGE 





Principat CAUSE 
No. Per cent Amount Per cent 





Exhaustion of natural resources. . . 78 , 1,411.20 
Competition from other railroads. . 14 . 713.34 
Highway competition 10 . 104.46 
Rearrangement of railroad lines... . 5 ; 32.64 
Miscellaneous 13 ‘ 177.31 





2,438.95 

















For similar reasons the Pere Marquette Railway Company 
was authorized, October 21, 1921, to abandon a branch line 
from Harrison to Leota, Michigan, 9.8 miles in length.’ It had 
been built in 1897 as a logging road. The timber had become 
exhausted and the country tributary to this branch was but 
sparsely populated. No cities or towns had grown up and after 
the timber was cut and moved the traffic came practically to a 
standstill, making the operation of the branch line no longer nec- 
essary. No opposition to abandonment was encountered. These 
are illustrations of what happened in most cases where branch 
roads were built primarily to take care of the transportation of 
certain natural resources, where these resources became ex- 
hausted and no other kind of traffic had become developed in 
amount sufficient to keep up railroad operations. 

An example of an abandoment of a line of railroad brought 
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about primarily through the competition of other railroads is 
the abandonment of the Chicago, Peoria, and St. Louis Railroad 
extending from Pekin to East St. Louis, with a total of 234.30 
miles, extending through one of the richest agricultural sections 
of Illinois.* This comprises the longest stretch of railroad aban- 
doned in this period. It passed through 35 cities and villages, 20 
of which had no other rail transportation facilities. It was an 
old line of railroad a part of which was constructed prior to the 
Civil War. It had passed through several receiverships and was 
in the hands of a receiver again at the time when the abandon- 
ment proceedings were brought. The principal reason advanced 
for the decrease in traffic was the loss of freight tonnage to other 
railroads brought about through short routing. The local busi- 
ness was not sufficient to maintain the road in operation and the 
connecting railroads were no longer willing to divert any of their 
through traffic. During the war the road’s freight soliciting 
agencies in outside cities were done away with and when the 
road was returned to its owners the business formerly secured in 
that manner could no longer be obtained. The lack of earnings 
also resulted in undermaintenance of road bed and rolling stock, 
so that the service became poorer and more unsatisfactory to 
shippers. Motor vehicle competition was also cited as one of the 
reasons for a loss of a part of the local traffic. Highway trans- 
portation could not, however, have been regarded as the primary 
cause leading to abandonment. It is true that the highways in 
the territory were greatly improved and these improved high- 
ways made it possible for communities formerly dependent on 
this line of railroad for service to meet their transportation 
needs after the abandonment without any undue hardships. The 
20 communities not actually on another line were at an average 
distance of only 6.6 miles from some other railroad. The main 
reason leading to abandonment was that the railroad was located 
in too highly competitive railroad territory. The lack of suffi- 
cient traffic was evident even prior to the time when competition 
on the part of the highways became a pronounced problem. 


* 76 1.C.C. 801. 
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The abandonment of the Ocean Shore Railroad in California 
was caused primarily by highway competition according to the 
Commission’s Report.’ It extended from San Francisco to Tuni- 
tas Glen, a distance of 53.6 miles. It was constructed in 1909, 
but in recent years the traffic diminished steadily on account of 
the increasing competition of motor vehicles. Before the road 
was in operation two years, receivership proceedings were insti- 
tuted. According to the evidence in the case, the gross revenues 
never exceeded the operating expenses. In this case it is a ques- 
tion whether the railroad could have been successfully operated 
had highway transportation not arisen as a competitive factor. 

The Boston and Maine Railroad Company was authorized 
to abandon several of its branch lines leading from the main line 
to summer resorts.*® The branch extending to the Profile House, 
New Hampshire, 9.11 miles in length, was allowed to be aban- 
doned because automobiles had reduced the passenger traffic to 
almost nothing. This came about through the construction of a 
good highway from the Profile House to stations on the com- 
pany’s main line. The year’s revenue was given at $1,713 and 
the operating expenses $11,227. It is questionable whether this 
stretch of railroad, operated only during the summer months, 
ever yielded revenues in excess of operating expenses. 

The construction of an improved highway the length of 
Barnegat Island, New Jersey, made it possible for the Pennsyl- 
vania Railroad Company to discontinue operating its branch 
line of railroad, 8.12 miles long, on that island." The highway 
paralleled the whole length of the railroad and after it was built 
trucks and automobiles met all traffic demands. The record 
shows that the railroad was operated at a loss continually since 
1894 when it was constructed. While the highway brought about 
such competitive conditions that there was hardly any traffic 
left for the railroad to carry, the highway also made it possible 
for the railroad company to be relieved of a financial burden 
which had been a drain upon the net revenues of the railroad 
system as a whole. The public appears to be well satisfied with 


* 67 I.C.C. 760. 99 I.C.C. 266. * 99 L.C.C. 506. 
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the change. At least there was no strenuous opposition to the 
discontinuance of service from any source at the time of the 
hearing. 

A few cases of abandonment were brought about through 
rearrangements of line or through new construction shortening 
routes and making the old stretches of railroad no longer neces- 
sary. An example of this was the abandonment of a branch of 
the Delaware and Hudson Company, extending from Canada 
Junction in New York. It had been a part of the main line until 
a short line was built which made this stretch of road a branch 
with no through traffic to carry.’* Improved highways have been 
constructed in this section so that the public’s transportation 
needs are adequately met, and it was thus made possible to 
abandon this branch without denying adequate service to the 
public. There were five abandonments of this character. 

A number of abandonments were authorized where it was 
shown that there was not sufficient traffic, though no definite 
reasons were given for traffic deficiencies or decreases. A case in 
point was the abandonment of the Orangeburg Railway, a line 
17.7 miles long, extending from Orangeburg to North, South 
Carolina.** The road was built in 1913, and originally planned 
to extend to Charleston. It never earned its fixed charges. As 
early as 1916 it was already in the hands of a receiver. No evi- 
dence was presented to show that traffic was being taken away 
by other railroads or by highways; the plain facts in the case 
were that there never was enough business for a railroad in that 
territory and it should not have been built in the first place. 

Another example of this character was the abandonment of 
a branch of the Chicago, Milwaukee, and St. Paul Railroad, ex- 
tending from Cogswell to Harlem, North Dakota, a distance of 
5 miles.** Harlem at one time had two general stores and two 
grain elevators. The stores had been discontinued; one of the 
elevators was dismantled and the other was destroyed in a wind- 
storm and was not rebuilt. The farmers living in the territory 
traversed by this branch do their business in the towns on the 
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main line of the railroad. It thus was no longer necessary to con- 
tinue the operation of the branch because nobody’s convenience 
and necessity were served thereby. 

Not every application for abandonment was granted by the 
Commission. One line of railroad with a mileage of 40.80 miles, 
and eight branches involving a mileage of 75.76 miles, was de- 
nied the authority to abandon. In the case in which the Frank- 
fort and Cincinnati Railway desired to abandon its line of rail- 
road running from Frankfort to Paris, Kentucky, the Commis- 
sion found that while there had been a loss in traffic due to the 
closing down of distilleries and the use of the motor vehicle on 
the highways, it seemed possible for the company, by making 
additional efforts, to get more through business; and a large 
number of people were dependent on the railroad because of 
poor roads in certain sections served by it.** It was further 
brought out that the Louisville and Nashville Railroad Company 
owned the majority of the stock of this road and that it could 
therefore be regarded as that road’s subsidiary. 

The other denials all involved large railroad companies de- 
siring to abandon certain branch roads because of their unprofit- 
ableness.*® In denying the authority to abandon these particular 
branches, the Commission invariably found that the branches 
were necessary to meet the present and future transportation 
demands of the communities affected, and that while operating 
deficits were shown, “a railroad company could not claim the 
right to earn a net profit from every section into which its road 
might be divided.” 

The jurisdiction and power of the Interstate Commerce 
Commission to grant authority to a railroad to abandon a line of 
railroad or a part thereof was challenged in several instances by 
state authorities. After the Commission had issued its order*’ 
authorizing the abandonment of the line of railroad owned and 
operated by the Eastern Texas Railroad Company, the State of 

* 86 I.C.C. 740. 
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Texas brought a suit in the United States District Court against 
the Commission, the railroad company, and others, in which the 
annulment of the Commission’s order was sought. The District 
Court decided against the state, whereupon the state appealed 
the case to the United States Supreme Court. The Eastern Tex- 
as Railroad was situated wholly within the state of Texas, and 
it was therefore claimed that paragraph 18, section 402, of the 
Transportation Act did not give the Interstate Commerce Com- 
mission the power to authorize the abandonment of a railroad 
with respect to intrastate commerce. The Supreme Court held** 
that the continued operation of the road in intrastate service 
only was of local concern and that any shortage of earnings 
would not under such circumstances affect or place a burden 
upon interstate commerce because no carrier engaged in inter- 
state commerce would be required to make up any deficits. The 
Court interpreted this section of the Transportation Act to mean 
that the Commission did not have the authority to grant aban- 
donment certificates as far as purely intrastate business was 
concerned and where neither interstate nor foreign commerce 
was burdened thereby. 

Whether the Eastern Texas Railroad was entitled to dis- 
continue its intrastate business was not considered by the Court 
in that particular proceeding. This question, however, had to 
be decided by the Court within a period just long enough to 
prevent another appealed case to be brought to the Court’s at- 
tention. 

The Eastern Texas Railroad having been authorized to 
abandon its interstate traffic now proceeded to discontinue its 
intrastate business as well as its interstate business. Two injunc- 
tion suits were filed forthwith in the United States District 
Court; in one the State of Texas asked for an injunction against 
the railroad company to prevent it from dismantling and aban- 
doning its railroad; in the second suit an injunction was sought 
by the railroad company to prevent the state authorities from 
interfering with the company’s abandonment plans. The Dis- 
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trict Court granted the injunction applied for by the railroad 
company and denied the state’s request. In the appeal to the 
United States Supreme Court it was there argued by the state, 
as had been argued in the lower Court, that the company’s char- 
ter required it to operate for a period of twenty-five years which 
had not yet expired, and that it was liable for damages if it 
failed to continue operating. A law passed by the Texas Legisla- 
ture which required “all railroads within the State to operate at 
least one passenger train a day” was also cited as being a part of 
the company’s charter requirements, even though passed subse- 
quent to the granting of the charter. The testimony presented to 
the District Court showed that the operating costs were $84,000 
a year and that the estimated revenues would not be in excess of 
$50,000 of which not more than $20,000 would be derived from 
intrastate business. The company maintained that a require- 
ment to operate would in the light of these facts deprive it of its 
property without due process of law and in violation of the pro- 
visions of the Fourteenth Amendment. The Supreme Court af- 
firmed the action of the lower court and held that the charter 
was in the nature of a permit and did not require its holder to 
operate at a loss nor could the “train-a-day” law be considered 
more than one of the regulations of the state under its police 
powers.’® The company was therefore free to abandon opera- 
tions both as to interstate and intrastate commerce. 

After the first of these Texas Railroad Company decisions 
by the Supreme Court the Interstate Commerce Commission, in 
granting certificates authorizing the abandonments of lines of 
railroad situated wholly within a state, always limited its orders 
to the discontinuance of operations with respect to interstate 
commerce only. 

In opposing the application of the Southern Pacific Com- 
pany for authority to abandon one of its branches located wholly 
in Nevada, the authorities of that state claimed that the Inter- 
state Commerce Commission was without jurisdiction because 
of the intrastate character of the branch.” It was shown that 
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the branch was operated at a loss and that there was no great 
demand for its service. In that case the Commission held that 
even though the branch was located wholly within the state, it 
constituted a part of the Southern Pacific Company’s interstate 
system of transportation and that the losses incurred on this 
branch would be reflected in the accounts of the company and 
might in that manner be regarded as a possible burden upon in- 
terstate commerce. Authority to abandon was therefore granted. 

During this same period while the Interstate Commerce 
Commission was granting certificates involving the abandon- 
ment of this railroad mileage there were also presented for ap- 
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proval applications involving the construction of branches and 
new lines of railroad. Certificates of public convenience and ne- 
cessity were granted authorizing the construction of 2,762.94 
miles of railroad: applications for certificates involving 2,155.79 
miles were denied.*’ The authorizations and denials are shown 
by years in Table IX. 

Although applications were filed requesting permission to 
build 4,893.73 miles of railroad, authority was granted to con- 
struct only 2,762.94 miles, or 56 per cent of the proposed mile- 
age. Out of the 102 applications 18 were denied. There is no 
way of determining from the records in the several cases and 
from the regular reports filed to what extent the construction of 
the authorized mileage has been completed. Authorizations for 
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railroad construction were granted for every state except eigh- 
teen. These were Arkansas, Connecticut, Delaware, Georgia, 
Indiana, Iowa, Maine, Maryland, Massachusetts, Minnesota, 
New Hampshire, New Mexico, North Dakota, Rhode Island, 
South Carolina, South Dakota, Vermont, and Wisconsin. This 
authorized new railroad mileage is grouped according to geo- 
graphical divisions in Table X. Line and branch mileages are 
also shown. 

One of the outstanding facts brought out in this analysis is 
that no new railroad construction was authorized in any of the 
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New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
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New England states, nor was authority granted for the construc- 
tion of new lines of railroad in the Middle Atlantic states. Ex- 
cept for the South Atlantic and the Mountain states most of the 
new construction involved the building of branches or exten- 
sions to existing lines of railroad. In only three sections of the 
country did the mileage of new lines to be constructed exceed 
the proposed construction of branch lines. The branch mileage 
for the country as a whole constituted 58 per cent of the total 
authorized mileage. The authorized mileage for the Eastern 
states amounts to 38 per cent of the total authorized mileage, 
and the mileage for the states west of the Mississippi River is 62 
per cent. It is only natural to find a greater development in the 
Western states than in the Eastern states. In 1919 there was one 
mile of railroad to every 6.8 square miles of land area in the 
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Eastern states; in the country west of the Mississippi River the 
ratio was one mile to 16.6 square miles of land area. The author- 
izations for new construction in the Eastern states amounted to 
8.35 miles for every thousand miles of existing railroads; in the 
Western states they were 13.43 miles for every thousand miles. 

There were only six states in each of which the new railroad 
construction authorized was above too miles: viz., Texas, 
466.95 miles; Florida, 427.00 miles; Wyoming,:271.44 miles; 
Oregon, 152.50 miles; Kansas, 125.34 miles; and Arizona 
102.33 miles. All of these states are west of the Mississippi 
River except Florida. Both Texas and Florida stand out as 
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o- 9g miles 28 31 
10-19 miles 19 22 
20-49 miles 12 18 
50-99 miles 3 5 
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states in which there is an unusual amount of railroad construc- 
tion going on or proposed. 

The average length of new railroad projects authorized by 
the Commission was 32.8 miles; the lines of railroad taken by 
themselves averaged 68.2 miles and the branches averaged 23.9 
miles. A classification according to length is shown in Table XI. 
Short mileage projects predominate; 63 per cent are less than 20 
miles in length. The longest line projected and authorized is the 
so-called North and South Railway, 332 miles long, extending 
from Miles City, Montana, to Caspar, Wyoming. 

Each of these additions was undertaken with some specific 
purpose in mind. This proposed railroad construction is classi- 
fied in Table XII according to the purposes announced at the 
time when applications were made for certificates of public con- 
venience and necessity. 
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By far the largest development, 61.2 per cent of the total 
mileage, to be made was to serve agriculture. At least that was 
stated as the principal reason for making the construction in 26 
instances. Rerouting of lines and changes in trackage account 
for 654.08 miles of proposed construction, or for 23.7 per cent 
of the total mileage. The mileage to be built in order to facilitate 
the marketing of timber, mineral, and petroleum products to- 
taled 383.65 miles, and amounted to almost 14 per cent of the 
aggregate additions. The proposed construction of belt lines 
and industrial spurs accounted for 5 of the contemplated proj- 
ects and for slightly over 1 per cent of the mileage. 


TABLE XII 








Gurpose of Construction No. Miles Per Cent of Mileage 





Agricultural development...... 26 1,691.57 
Rerouting and track changes. . . 25 654.08 
Logging roads 9 173.97 
Mining roads 14 130.03 
ai och sires orn eae 5 79.65 
Belt lines 3 29.59 
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Not in every case do the applicants indicate the approxi- 
mate costs of these proposed additions, but in 63 of the projects 
covering 2,101 miles such estimates are set forth. The total esti- 
mated cost of this mileage is $116,357,922, an average cost of 
$55,382 per mile. The estimates per mile in these cases range 
from $12,000 to $659,000. The estimated costs of constructing 
belt and new lines for the purpose of rerouting in thickly popu- 
lated territory are particularly high. If the foregoing average 
estimated cost per mile is applied to the total mileage covered by 
the certificates of authority granted during this period under 
consideration it results in an estimated cost of 152 million dol- 
lars. 

It is provided in the Transportation Act that railroad com- 
panies proposing to build new lines of railroad or to make exten- 
sions to existing lines may be permitted by the Interstate Com- 
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merce Commission, upon application, to retain for a period not 
exceeding ten years, earnings in excess of those specifically pro- 
vided for by the Act which may be derived from the operation 
of such newly constructed lines or branches.” In only 42 out of 
the 84 certificates granted was application made by the petition- 
ing railroad companies for authority to retain such excess earn- 
ings: in 23 cases involving the construction of 990.6 miles of 
railroad the retention of excess earnings was allowed; in 19 
cases covering 601.24 miles it was disallowed. In all cases where 
such authority was granted it was provided that the excess earn- 
ings could be retained for the full ten-year period. The evident 
purpose of this “excess-earnings” provision is to stimulate and 
encourage railroad extensions and construction in those sections 
of the country where additional railroad facilities are required to 
meet adequately the needs and demands of the public. The 
Commission expressed its attitude toward this part of the 
Transportation Act when, in granting the retention of excess 
earnings in one case, it said, “‘we further find that because of the 
probable cost of construction and the uncertainty of an ade- 
quate return during the early years of operation the applicant 
should be permitted to retain for a period of not more than 10 
years, all of its earnings derived from such extension.’ 

For approximately the first eighteen months the Commis- 
sion granted every request where application was made to retain 
excess earnings. The first case in which that part of an applica- 
tion was denied was that of the Kansas, Oklahoma, and Gulf 
Railway Company to build a 6.5 mile extension. The commis- 
sion issued a certificate authorizing its construction but denied 
the retention of excess earnings. This extension was to be built 
in order to relieve the applicant from a continued use of track- 
age rights of another railway system. The Commission said that 
it did not feel justified in granting permission to retain any ex- 
cess earnings for the reason that the extension was built prima- 
rily to benefit the applicant company in the handling of its traffic 


™ Transportation Act, 1920, Sec. 15A, paragraph 18. 
* Application of Jackson and Eastern Railway Co., 70 I.C.C. r1o. 
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and not to develop territory deficient in railroad facilities.** The 
benefit of the public would be indirect. 

The primary reasons which the Commission has stated or 
implied in refusing permission to retain excess earnings fall into 
three classes. First, in 11 cases covering 505.98 miles of railroad 
construction the retention of excess earnings was denied because 
the branch line in question was being constructed by a strong 
and well financed company or the construction was proposed by 
a new company controlled by another strong company.” In one 
instance it was intimated that in the case of branch line con- 
struction it would be difficult for one of the large companies to 
segregate the earnings derived from new construction and thus 
determine what the excess earnings were. Second, the reason 
given in 2 cases, involving a total mileage of 37.00 miles,”* was 
that the new construction resulted in no direct public benefit and 
was primarily undertaken to benefit an existing railroad line. 
Third, where an industry built a line of railroad which was de- 
signed primarily to furnish transportation service for it, even 
though the railroad was a common carrier, it was held by the 
Commission that no excess earnings should accrue to companies 
making extensions or building lines of that character.*’ Four ap- 
plications involving the construction of 45.46 miles of railroad 
were in this class. As an illustration of this may be cited the ap- 
plications of the Longview, Portland, and Northern Railway 
Company which proposed to build a 30-mile railroad in Wash- 
ington. The stock of the railroad company was held by the 
Long-Bell Lumber Company and it was to be constructed main- 
ly for the purpose of transporting that company’s timber prod- 
ucts. In two other cases the Commission denied the retention of 
excess earnings without intimating any reason whatever for its 
action.” Those denials involved a total of 12.8 miles. 

“92 LC.C. 392. 

* 72 L.C.C. 544; 79 I.C.C. 258, 284, 702; 82 I.C.C. 185; 90 I.C.C. 528, 780; 
94 I.C.C. 121, 299, 221, 488. 

* 72 I.C.C. 392; 79 I.C.C. 687. 

* 96 L.C.C. 485, 546; 79 LC.C. 515, 805. 
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During this period eighteen applications for certificates of 
public convenience and necessity authorizing the construction 
of additional railroad mileage were denied.” In all but a few 
cases the permission to build was refused because of the uncon- 
vincing testimony presented that the amount of traffic reason- 
ably to be expected would warrant the construction and opera- 
tion of additional railroad lines and branches. In some instances 
it was pointed out in addition that the proposed financial plans 
and arrangements were inadequate and indefinite. In other in- 
stances it was found that while the new line might gain consid- 
erable traffic that result would be brought about largely through 
a diversion of traffic from existing lines of railroads without any 
substantial advantages to shippers. In considering all of these 
pleas for authority to add to the railroad mileage of the country 
the Commission bore in mind the fact that according to the 
Transportation Act the railroad lines of the country as a whole, 
or of certain sections thereof, were entitled to definite earnings. 
“The unremunerative operation of rail lines,” the Commission 
held, “cannot fail to produce an injurious effect upon the base of 
the general rate structure and upon equitable divisions.’”*° This 
expresses the views of the Commission and was undoubtedly a 
more or less controlling consideration in all of the Commission’s 
decisions. 

Several applications involving the construction of short 
stretches of track were denied on the ground that such railroads 
were essentially plant facilities and could not be classed, there- 
fore, as common carriers. No authority to build such lines of 
railroad was necessary because they and their operation were 
outside the jurisdiction of the Interstate Commerce Commission. 

In one case permission to a railroad to make an extension 
was refused by the Commission for reasons quite different from 
those generally given. The Virginian Railway Company filed an 
application for authority to build a branch line, 1.19 miles in 

*” 65 I1.C.C. 480, 654, 701; 67 I.C.C. 370; 70 I.C.C. 265, 292; 71 I.C.C. 556, 
586; 72 1.C.C. 39; 76 I.C.C. 437, 593; 79 LC.C. 631; 82 I.C.C. 651, 821; 86 I.C.C. 
707; 90 I.C.C. 608, 616; 94 I.C.C. 676. 

* Application of Michigan Northern R.R., 65 I.C.C. 480; 72 I.C.C. a1. 
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length, in West Virginia to serve coal mines about to be opened 
by the Pocahontas Fuel Company.** The Commission denied a 
certificate for the reason that the applicant was unable to fur- 
nish an adequate supply of coal cars ordered by mines already 
opened and under operation which were dependent wholly or in 
part for their supply of cars upon the applicant carrier; that 
there were more mines in the country than could be consistently 
served by the most efficient use of existing railroad equipment. 
The opening up of new mines would, in the opinion of the Com- 
mission, tend to aggravate the situation and make the problem 
of car distribution a still more serious and troublesome one. 
The applicant was not satisfied with this ruling and believed that 
the Commission had attempted to exercise powers tending to- 
ward a species of industrial regulation not delegated to it by 
Congress. Application for a rehearing was therefore made. In 
the rehearing proceedings the Pocahontas Fuel Company was 
permitted to intervene and testimony was introduced tending to 
show that in the immediate past the applicant had been unable 
to supply a sufficient number of coal cars for two main reasons: 
first, there had been an extraordinary demand for coal from the 
applicant’s territory on account of a strike in the unionized coal 
fields; second, the recent railroad strike had made it impossible 
to maintain the carrier’s equipment properly, thus reducing the 
normal supply of coal cars. The coal company presented evi- 
dence to the effect that it was necessary for it to open up these 
new mines in order to obtain a sufficient supply to meet its mar- 
ket demands. The application was granted on the basis of this 
new showing of facts but no intimation was made that the Com- 
mission had probably gone too far in its prior decision in an at- 
tempt to pass on the necessity for industrial developments. 

This provision of the Transportation Act making it neces- 
sary for the Interstate Commerce Commission to authorize 
abandonments of and additions to railroads as required on ac- 
count of public convenience and necessity tends to put an end to 
indiscriminate promotion and building of railroads whether or 


* 99 I.C.C. 631; 86 I.C.C. 27. 
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not the transportation needs of a territory or community to be 
served require such new construction and whether or not such 
additional railroad lines and branches can be operated with any 
degree of financial success. Likewise protection is afforded the 
public in that no railroad can deprive a community of interstate 
transportation service unless the exigencies of the situation 
clearly require the abandonment be made. As far as can be as- 
certained this newly delegated power has been exercised wisely 
and judiciously by the Commission. In substantially all cases its 
decisions have been unanimous indicating that the preponder- 
ance of the evidence justified the final determination. It is be- 
lieved by many that if this power to supervise new construction 
had been a part of the Commission’s jurisdiction in the past cer- 
tain railroad developments would not have been made and 
perhaps a part of our “weak line” railroad problems would not 
now exist. 
HENRY R. TRUMBOWER 
Wasuincron, D.C. 
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It has been a much discussed question in labor history 
whether the artisan handworker of the late eighteenth and early 
nineteenth centuries ever lost—if indeed he did lose it—an ade- 
quate opportunity to become an independent manufacturer as 
handicraft labor gave way with the coming of the merchant em- 
ployer and the factory. In the search for a partial answer to this 
question the present writer undertook a study of the beginnings 
of merchant-manufacture in southern New England. In a some- 
what altered form, the question is fairly easily answered. Who 
were the persons who became manufacturers under the newer 
system? Were they principally craftsmen of the earlier stage, or 
did others find in the rapidly growing trade of the new republic’s 
earlier decades a greater opportunity than the erstwhile handi- 
craft artisan? 

It is hardly necessary to point out that, in most industries, 
the factory system was not introduced without certain interven- 
ing steps, approaching more or less completely an intermediate 
form of organization that is variously named but is here desig- 
nated merchant-manufacture. In this stage of organization the 
actual entrepreneur was primarily a merchant, whose strictly 
manufacturing functions were largely confined to three forms of 
activity: (1) “putting out” materials to be manufactured by 
workmen and their families by hand in their own homes or tiny 
shops; (2) designating the kind of work to be done, which was 
largely determined by the type of materials, and (3) collecting 
from the workers the finished, or partly-finished goods. If the 
handicraft worker ever in any real sense was deprived of an op- 
portunity to become an independent manufacturer on a larger 
scale, it must have been, in most industries, at this stage of or- 
ganization. When this form of manufacture passed into the fac- 
tory stage, only those who were in possession of sufficient capital 
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to pay for the necessary factory buildings and machinery could 
hope to compete successfully." 

It is commonly assumed, and easily verified by the facts, 
that the village storekeepers and city merchants, because of their 
contacts with the growing trade currents of the period under dis- 
cussion, found a greater opportunity than anyone else in the in- 
dustrial changes which the larger market in the rapidly expand- 
ing West and South brought into being. But those who entered 
the changing industrial organization as “manufacturers” came 
in fact from many other occupational sources also, at least in 
New England. In the following paragraphs are set down a num- 
ber of illustrative cases from several industries in which the 
origin of the early “manufacturers” is known. These are typical 
cases and the conclusions to which they point will hold for man- 
ufacture in general in New England, if not elsewhere, except for 
those few industries which took the transition from household 
or handicraft production to the factory at one leap. 

The earliest industry in which merchants came to the fore, 
excepting, perhaps, shipbuilding and lumbering, was shoemak- 
ing. With the exception of textiles, this was also New England’s 
leading manufacture during most of the nineteenth century. In 
Haverhill, Massachusetts, “among the earliest to engage in the 
manufacture of shoes were Moses and James Atwood, who also 
kept a store in the village.”* Among later comers who became 
known as shoe manufacturers, were Moses Gale, a tanner who, 
in 1795, ‘advertised that he had several thousand fresh and dry 
hides, which he would exchange for shoes, and would give credit 
until the shoes could be made from the same hides.’* And the 
historian of the village goes on to say that David How, owner of 
a small currier’s leather shop, “was the first to keep on hand 

*It was possible under the factory system to lease buildings, or to “put out” 
orders to those who possessed the necessary buildings and machinery, and thus re- 
duce the initial expenses of the entrepreneur, but to do this required some stand- 


ing in the community and a minimum amount of capital, usually more than an 
old-style craftworker, or any other type of manufacturing employee, could save. 


7G. W. Chase, History of Haverhill (1861), p. 532. * Ibid., p. 533. 
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large quantities of leather to exchange for shoes.”* This town 
soon became a flourishing shoe town. In 1815 came Samuel 
Chase, “from Portsmouth, N. H., where he had kept a custom 
shoe shop.”® Here, in somewhat over two decades, were repre- 
sented four separate occupations, a storekeeper, a tanner (very 
likely a currier also), a currier (quite probably also engaged in 
tanning), and a custom shoemaker.*® 

In the nearby town of Danvers, which became a flourishing 
tanning center, “about the time of the Revolution,” Zerubbabel 
Porter, a tanner by trade, “commenced making shoes [for the 
market] in order to work up leather unsalable in custom trade.’” 

In Abington, Massachusetts, shoemaking for the market was 
introduced by Captain Thomas Hunt, about 1793. Hunt’s 
father had a large number of sons, and a farm not productive 
enough to support them all, so the oldest, Thomas, “thought he 
would strike out and learn the art of making shoes.” Hunt and 
a friend or two went to Quincy to learn the trade of a Quincy 
shoemaker who had begun to send shoes to the Boston market. 
In due time Hunt returned, but found that, in order to secure 
workmen, he must himself teach the trade to the young men of 
the town. This he did, and, among others, six of his brothers 
later became shoemakers. Hunt’s success induced a tanner in 
North Abington to follow him into the business, which was 
started for him under Hunt’s supervision.*® 

In Portland, Maine, a firm of booksellers advertised in July, 
1795, “warranted shoes of all-xinds” for “Ladies, Gentlemen, 
and Children—also Ladies Sandals and Misses red and black 


* Ibid., pp. 531-33. * Ibid., p. 534. 

* These were not the only persons in Haverhill who engaged in shoemaking 
for the market during this period. The persons selected have been chosen to show 
the diversity of occupations from which they came. Further comment is reserved 
until evidence is presented from other towns. 


"A. P. White, “History of Danvers,” a part of D. H. Hurd’s History of Essex 
County, p. 519. It should be noted that towns in the vicinity of Boston were be- 
ginning to feel the effects of that city’s market opportunities, and shoe manufac- 
ture for the market there was beginning by this time to invade them on an in- 
creasing scale. See Miss Hazard’s monograph, referred to below. 


* Benjamin Hobart, History of the Town of Abington (1866), pp. 151-52. 
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Morocco Slippers manufactured particularly for Wait and Ged- 
edge and sold wholesale and retail at their bookstore in Port- 
land.” 

In Brookfield, Massachusetts, an agricultural village almost 
without other industries down to 1810, except for home con- 
sumption, shoemaking for the Boston market was introduced in 
that year by “the advent of Oliver Ward and Tyler Batcheller, 
shoemakers from Grafton.”’® Both these men became manufac- 
turers in the then current sense. 

In Weymouth, in the same state, Quincy Reed and his 
brother, sons of a custom shoemaker who had begun to make 
some shoes for sale in Boston, entered the business in 1809. 
Quincy was sixteen and his brother eighteen. Quincy had in- 
tended to become a custom shoemaker like his father, his grand- 
father, and his great-grandfather. He had already learned to 
cut out stock, and doubtless to perform some of the other opera- 
tions essential to shoemaking, when the two brothers successful- 
ly tried selling ready-made shoes in Boston and began to employ 
their neighbors in South Weymouth in the making of shoes that 
they cut out.” 

It is evident that in the earlier years of merchant-manufac- 
ture in the boot and shoe industry, when large orders were still 
the exception rather than the rule, it was possible for craftsmen 
to become manufacturers. It was possible not only for shoemak- 
ers, but for others in allied trades, such as tanners and curriers, 
and even for those who were not engaged in any manufacturing 
craft, such as the booksellers previously referred to and the vil- 
lage storekeepers who could be found in the business almost 
anywhere in eastern Massachusetts. It would be a false inference, 
however, to assume that those who entered the business as entre- 

* Blanche E. Hazard, Organization of the Boot and Shoe Industry in Massa- 
chusetts before 1875 (1921), p. 33. This book is a mine of information on shoe- 


making and is the best intensive study ever published of the evolution of any 
single industry in America. 


” Ibid., p. 55. 
™ See the very interesting account of the Reeds in Miss Hazard’s monograph 
cited above, pp. 13-14, of which the paragraph above is a summary. 
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preneurs at all stages of development were mainly craftsmen. 
In and around Boston, in the earliest years, a large percentage 
of them were former custom shoemakers. But by the time the 
industry had spread very far outside of Boston, shoemakers who 
made “sale” shoes were more likely to do it for the local store- 
keeper or for a city merchant in some larger town than for their 
own account and this had become true in Boston and vicinity as 
well as elsewhere. Outside of the Boston region, storekeepers 
were pretty likely to serve as starting-points for the development 
of manufacture for the market. 

In hat manufacture, next to shoemaking the earliest craft 
to feel the development of merchant-manufacture, the early 
transitional steps have been difficult to discover. As early as 
1787 local storekeepers and merchants in New York City had a 
hand in the manufacture of hats in Danbury, Connecticut, for 
years the leading center in America for the manufacture of 
men’s hats, and there is every evidence that merchant-manufac- 
ture was in full swing less than a decade after the opening of the 
new century. Hatting required trained craft skill and craftsmen 
hatters might have entered the trade if they had been able to 
develop contacts with the world outside their own communities. 
Craftsmen in Danbury did go into the business of manufacture 
for a market in considerable numbers, but apparently almost 
always under the domination, if not actually in the employ of, 
storekeepers and merchants.” 

In hatting as in shoemaking, the profits of the business early 
attracted into it many who knew little or nothing of the technical 
processes of hat manufacture. Thus in Bethel, in the township 
of Danbury, in 1808, Nathan Seeley went into partnership with 
Samuel Peet. “Seeley was to put in two boys as apprentices” 
and in 1809 “hired Delecena Benjamin to go into the shop to 
instruct the boys.” In 1811, having dissolved this partnership, 
he bought the business of another firm for his son, Isaac, who 
hired Gregory and Gillett to make wool hats. “The same year 


*See J. M. Bailey, History of Danbury (1896), seriatim, also W. H. Fran- 
cis, History of the Hatting Trade in Danbury (1860). 
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Edwin Andrews built a hat shop and hired a man to take charge 
of his boys and shop.”** Evidently Andrews and Isaac Seeley 
were not hatters, and apparently Nathan Seeley was not. Peet 
and Benjamin evidently were, but neither seems to have been an 
active entrepreneur in the business, although Peet was for a 
short time a partner with Seeley. The taking of a craftsman 
partner by some non-craftsman entrepreneur with a little cap- 
ital was a not uncommon arrangement in other trades. Further 
light is thrown on the situation by another writer. ‘““Many farm- 
ers were interested in the trade,” he wrote of the period about 
1808—9 “setting up a kettle and hiring journeymen.”** How the 
farmers secured their capital is not disclosed. It is known, how- 
ever, that some of them were selling farm and dairy products in 
New York City, and this trade may very well have been the 
source of the small amount of capital necessary for the erection 
of a hat shop and the purchase and construction of its crude 
equipment. It would also give them access to supplies of raw 
material and a market for their finished product. 

Another industry which developed in New England a par- 
ticularly interesting phase of organization as it passed into mer- 
chant-manufacture was the carriage business. One of the vil- 
lages famous for this industry was Concord, New Hampshire, 
home of the once common “Concord buggy.” Down to the early 
years of the nineteenth century this town, so far as any observer 
could have foretold, could hardly have looked forward to any 
special future as a seat of carriage manufacture. It had the us- 
ual village complement of blacksmiths and wheelwrights, but 
apparently nothing to distinguish it in this direction. Then in 
1813, came Lewis Downing, wheelwright. Beginning like any 
other practitioner of his craft, Downing had, in a few years, 
built up a considerable business as a carriage manufacturer. 
Concord was on the main road between the inland back country 
to the north and west and the seaboard towns, including Boston, 

* I. H. Seeley, in an account included by J. M. Bailey in the latter’s History 
of Danbury, p. 243. 

* W. H. Francis, op. cit., p. 5. 
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and Downing was thus able to take advantage of the growing 
trade between these two sections.” 

In West Amesbury, Massachusetts, two craftsmen, aided by 
a third, marked the beginning of carriage making, apparently as 
independent craftsmen. About 1800, we are told, Michael Em- 
ery, a woodworker, and William Little, a silver plater, set up in 
this business, the trimming being done by William Bailey. “The 
several parts were made in different shops, and it was quite a 
task to get them together by way of exchange. In fact, it was a 
slow process to complete a carriage.’”* In a series of biograph- 
ical sketches in one of the histories of Amesbury may be found, 
among others who later (mainly between 1800 and 1840) be- 
came employers of carriage makers and allied artisans and sell- 
ers of carriages in other towns, men designated as platers, black- 
smiths, a house-carpenter, and storekeepers.*’ It was clearly pos- 
sible for craftsmen to enter the business in this town as mer- 
chant-manufacturers, for a number of them did so. But a more 
careful reading of the story indicates that several of them be- 
came general or grocery storekeepers in the process, carrying 
carriage trimmings as part of their stock in trade and taking fin- 
ished carriages in return. One of them was chiefly a farmer who 
had occasionally engaged in silver plating in connection with the 
industry. 

In New Haven, Connecticut, another early center for car- 
riage manufacture, we find craftsmen as well as others entering 
the business as merchant employers.*® 

Furniture making began to enter a species of merchant-man- 

* J. O. Lyford, History of Concord, New Hampshire (1896), pp. 637 ff. See 
also N. Bouton, History of Concord, New Hampshire (1856). 

% Joseph Merrill, History of Amesbury (1880), p. 316. Amesbury became 
one of the best known carriage making towns in New England, especially for 
chaises. 

** From biographical chapter on Amesbury in D. H. Hurd, History of Essex 
County, Massachusetts (1888), pp. 1549-56. 

** See various accounts in E. E. Atwater, History of the City of New Haven 
(1887). 
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ufacture fairly early. In the larger towns craftsmen were the 
ones who most commonly became “manufacturers” during the 
earlier years. Furniture is bulky, and only special types that 
were easily packed seem to have been transported any great dis- 
tance until near the middle of the nineteenth century.’* This, 
perhaps, kept general merchants from entering this trade as 
readily as they entered many others. Furniture was not so bulky, 
of course, as carriages, but these could be driven to their destina- 
tion on their own wheels while articles of furniture had to be 
shipped. 

Incidentally, the difficulty of shipping furniture led early to 

a practice in some communities which still further illustrates 
how dependent early manufacture was upon merchants. Thus, 
in Seymour, Connecticut, 
one man .... built a dam and a little mill, fitted up with a saw and a 
lathe, and some other labor saving machinery, made bureaus and bedsteads, 
tables, chairs, cradles and coffins for his neighbors, and then, to fill in the 
spare time, made up stock for great numbers of chairs and sent them “knock- 
down” to New York. They were drawn by ox-team to Derby [at the junc- 
tion of the Naugatuck and Housatonic rivers] and thence by a sailing vessel 
to New York. 
What is more significant for our present purpose is the state- 
ment, in continuation of the account above, that “a young man 
who had been an assistant in the ‘cabinetmaker’s’ little shop 
went to New York with the cargo, put the chairs together and 
sold them, and remained there as agent for this cabinetmaker 
and others, and became wealthy.’ 

One may read also that in Lee, Massachusetts, in the west- 
ern part of the state, the making of chair parts for sale became a 
fair-sized industry. “The forests abounded with large maple and 
beech trees, which the farmers felled, sawed, split, and shaved 
into sticks of suitable size for chair legs and backs, and then 
hauled them to the shops where they were turned by water- 

* A common article quite widely sold at the end of the eighteenth century 


was the once famous Windsor chair. Chairs of this type are still a fairly familiar 
figure in old New England farms and villages as heirlooms or antiques. 


* Campbell, Sharpe, and Bassett, Seymour Past and Present, p. 157 
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power and thence sent to the large chair factories in the cities, 
principally to New York.’ 

The term “factory” is always likely to be a stumbling-block 
to a true interpretation of a situation like this. What these city 
chair “factories” really were may be glimpsed from a brief ac- 
count of the relation between Hingham, Massachusetts, and 
Boston. Hingham, a coastwise village, had early developed a 
flourishing coopering industry in connection with the fisheries 
and the West India trade. As furniture making for outside mar- 
kets developed in the not-far-distant city of Boston, some of the 
coopers in Hingham turned from the decadent coopering trade 
to the making of furniture for Boston merchants, until “after 
improved methods of power were introduced and the furniture 
dealers of Boston became wholesale producers, enabling them to 
supply distant markets, the demand for a greater production in- 
creased, and several manufactories were established here.” 
The first “manufacturers” of furniture were city craftsmen, who 
began to combine retail selling of ready-made furniture with 
their earlier custom business. To secure sufficient labor, they 
were obliged to hire workers, some of whom had not served a 
regular apprenticeship. (This happened in every industry as 
merchant-manufacture developed.) The former craftsman now 
turned entrepreneur, had to devote himself more and more to 
mere supervision of the work of others and to the development 
of his business and the risks of his market, becoming thus pri- 
marily a merchant. The store of such a merchant, with the ac- 
tivities of furniture making carried on in the basement or attic, 
or in some small building in the rear or elsewhere not far distant, 
or perhaps in connection with a furniture warehouse, constituted 
the furniture “factory” down to the thirties of the last century.” 


™ C. M. and A. Hyde, Lee, a Centennial and a Century (1878), pp. 281-82. 
For a similar development in Richmond, New Hampshire, see Bassett, History of 


Richmond, pp. 175-77. 

™ History of Hingham, published by the town (author not named), Vol. I, 
Part II, pp. 164-65. 

“For an illuminating account of this development see “Recollections of 
Hon. Chas. B. Lines,” in E. E. Atwater, History of the City of New Haven 
(1887), pp. 587 ff. 
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By this period, when new machinery of several kinds began to 
appear in the business, men who had never been craftsmen were 
entering the industry as manufacturers. 

In the first phases of transition from handicraft to merchant- 
manufacture craftsmen of the older order could and did enter 
the various lines of manufacture related to their crafts. It was 
possible for them to do so as long as no large amount of capital 
was necessary. They were always at a disadvantage as com- 
pared with village storekeepers and city merchants because they 
lacked both the market contacts and the bargaining experience 
which these latter possessed. Perhaps they lacked also the natu- 
ral inclination to bargain that seems to mark the successful mer- 
chant everywhere. Joy in the exercise of handicraft skill, and 
pleasure in the creation of fine work with the hands, with a cor- 
responding disregard for any exact measurement of the money 
value of the labor—characteristics, these, of the true craftsman 
everywhere—make of him the artist, rather than the merchant. 
But craftsmen did become entrepreneurs in the new system in 
considerable numbers, some independently, some as partners of 
merchants. Two sacrifices were necessary for their success, sac- 
rifices, that is, for men who were proud of their craft and who 
prided themselves upon the fineness of their handiwork. They 
were obliged to give up some of the processes of manufacture, 
turning them over to others to perform, in order to give them- 
selves to the labor of developing and holding their markets, and 
they had to endure the disfavor, and doubtless the scorn, of their 
fellows of the craft, when they began, as all of them did regu- 
larly before long in every industry, to hire men not trained to the 
trade, or only partially trained, to work for them at less than a 
craftsman’s wages. This move was regarded by all old-time 
handicraftsmen as a serious blow at their whole craft. It was not 
merely a threat at their standard of living. It was a frontal at- 
tack upon their entire occupation, and it constituted a main 
source of labor unrest from 1820 onward. Requisites for ventur- 
ing into the entrepreneur’s position must, then, have been a cer- 
tain willingness to give up long-established craft standards for 
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those of poorer workmanship—a real sacrifice to anyone of artis- 
tic spirit—and a considerable degree of ability to withstand the 
dislike and scorn of their former associates—not an easy task 
for anyone, but a burden which the average executive in business 
has at one time or another to undertake. 

Lacking these qualities, the craftsman would not embark 
on the sea of merchant-manufacture. Lacking two other charac- 
teristics he would not succeed if he did make a start. There ap- 
pears to be a certain artistry in salesmanship which is not so 
easily acquired as some of our modern advertising would sug- 
gest, and there existed in merchant-manufacture, carried on, as 
it was, for unseen customers in a distant market, an element of 
risk in prediction as to quantities and credits and, in some indus- 
tries, as to styles, which did not exist in handicraft custom work. 
He who could not predict within reasonable limits, who could 
not foresee fairly accurately what was coming, could not hope 
for success. Even if he could predict, he could not succeed with- 
out a certain “bargaining sense,” that could be applied in pur- 
chasing materials and labor, and in selling his product, which the 
average craftsman has in all probability never possessed to any 
great extent. He had to have in him, in short, the making of a 
merchant. If he could combine this with fine skill in the trade, 
so much the better. He had to be able to bargain, and to take 
in bargaining something like the same pleasure and delight that 
the best craftsmen found in their workmanship. Merchandising 
is an art in itself, and the best merchants, if their testimony can 
be relied upon, secure from it the same joy in creative effort that 
comes to the artist and the craftsman in their work. It is quite 
a different art, however, from that of handiwork, and achieve- 
ment in workmanship with raw materials is by no means an open 
sesame to success in forecasting markets and higgling over 
prices. The craftsman who wished to become a successful “man- 
ufacturer” had to have in him something of the natural bar- 
gainer, the “born merchant,” to understand and take pleasure in 
the mysteries of the ancient craft of merchants without ever hav- 
ing been taught. 





72 HARVEY A. WOOSTER 


Did craftsmen have an opportunity to pass successfully 
from old-fashioned custom work into new-fashioned ready-made 
manufacture? Yes, if they were willing to endure the necessary 
sacrifices and possessed the requisite characteristics for success 
in mercantile endeavor. It is one of the essential features of 
capitalistic and competitive industry that it penalizes the handi- 
work artist and glorifies mercantile skill. In merchant-manufac- 
ture this was even more true than it is of factory industry, in 
which a considerable degree of artistry has been restored in the 
person of engineers, designers, and others who had no separate 
existence under handicraft organization and whose functions 
were as yet undeveloped in the days of merchant-manufacture. 
The artistic side of work is still closed, however, to the majority 
of those who work primarily with their hands, and has remained 
closed since the days when handicraft industry passed away. 
Without mercantile skill, the craftsman was submerged beneath 
the tide of industrial evolution. With such skill, one might suc- 
ceed without craft knowledge, or with only a minimum of it. 

It is reasonably plain that the hand worker’s lost opportu- 
nity was at first largely a matter of personal traits, inborn and 
acquired. A glance into the financial side of the new system will 
show that lack of capital could not have played an important 
role until machinery began to appear. Down nearly to the dec- 
ade of the thirties a few dollars would set a young man up in 
almost any business not already entered upon the factory form 
of organization. Thus in shoe manufacture, in Lynn, where mer- 
chant-manufacture in this industry was almost at its height by 
1830, it was possible in that year to enter the business as a man- 
ufacturer with a good name and less than a hundred dollars. 
For example, B. F. Newhall, of that city, decided in 1830, when 
he was twenty-eight years of age, to begin the manufacture of 
shoes. “I hired a small room,” he says in his autobiography,” 
“in the upper part of what is now the Henry Nichols house, got 
trusted for one bundle of leather and a dozen of kid from John 


* Excerpts quoted in A. Lewis and J. R. Newhall, History of Lynn, etc. 
(1865), Pp. 570-71. 
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Lovejoy, and hired of John Emerton fifty dollars, giving him a 
mortgage on my horse and wagon for security.”” Newhall hired 
workmen to make the shoes, and managed to clear a little by 
selling them in Boston, continuing on an increasing scale until 
he became a prominent manufacturer in his community. 

When Quincy Reed and his brother started in business in 
Weymouth and Boston, in 1809, they were minors and their 
money capital was less than nil. Quincy wrote: 

We didn’t have any capital to start with, except father’s assurance that “the 
boys are all right and will pay their debts.” . . . . My brother Harvey be- 
gan it [the shoe business] by taking chickens to Boston. He had a pair of 
chaise wheels in the barn, and putting on a top piece, loaded her up and 
drove to town. He hung some shoes on the chaise and we sold them in Bos- 

All the shoes, before we began business, were carried into Bos- 
ton in saddle bags.?® 

It is evident that the average craftsman could have gone 
into manufacturing as Newhall and the Reeds did, so far as the 
possession of capital was concerned. To be sure, Newhall came 
from one of Lynn’s old families, and had friends who, he tells us, 
introduced him to a banker in Salem who was willing to discount 
the notes he received from his customers, and the Reeds were 
backed by their father’s implied promise (and actual legal liabil- 
ity) to make good any losses they brought upon their creditors. 
But these circumstances were after all not extraordinary, but 
were perhaps fairly typical of the opportunity that lay open to 
most young men of the Massachusetts shoe towns during this 
period. It is to be noted that in neither of the cases just cited 
had the persons concerned learned the shoemaker’s trade.”” Why 
did not more craftsman shoemakers, with all the advantage of 
trade knowledge and experience, undertake manufacture as 
these young men did? Perhaps it was partly the disadvantage of 
age. By 1830 few young men were learning the whole craft. It 
had become too easy to find remunerative work at some specified 
job in the industry. The all-’round craftsmen were mainly older 
men with the growing aversion to change that seems to come to 


* Excerpt from Quincy Reed papers quoted by Hiss Hazard, op. cit., p. 14. 
* See account of the Reeds and reference to Miss Hazard above. 
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most individuals with increasing years. They had lost their 
chance in the earlier years, when perhaps craft pride and the 
lack of mercantile skill kept them at their trade. 

Similarly in other industries it was not lack of capital or in- 

ability to secure it that kept craftsmen from becoming manu- 
facturers. In hatting, the only articles of equipment necessary 
down to the twenties were such as all craftsmen hatters could 
easily acquire. In carriage making, $150, including tools, would 
start a wheelwright in business. Lewis Downing, of Concord, 
New Hampshire,” says of his start as a manufacturer: 
I commenced business in Concord, May, 1813 When I began my 
whole capital consisted of my tools and about $60 in cash, in all about $150. 
The first year I worked entirely alone After the first year I em- 
ployed from three to six hands for ten or twelve years At that time 
(1813) every part of the work was done by hand labor; no power ma- 
chinery.?® 

Even after the introduction of a limited amount of power it 
was still possible for men without much capital to enter the busi- 
ness as independent manufacturers on a small scale. “In almost 
every town in every state throughout this great country,” com- 
plains “A Boston Journeyman” in the New York Coach Makers’ 
Magazine,” in 1860, “there are men following the carriage-mak- 
ingtrade . . . . upontheir own ‘hook’ . . . . when they have 
neither the brains nor yet the capital requisite; but they hire an 
old barn, or build . . . . a brick hovel . . . . and take their 
chances of work the same as the help they hire.” They sell for 
too low prices, the complaint continues, are driven into failure, 
and carry their better competitors into failure with them in the 
effort to meet their prices. An editorial in the same journal in 
1859 speaks of “‘a large swarm of” men who were not trained to 
carriage-making but had engaged in the industry, “such as car- 
penters, cabinet-makers, and even tailors and other parasites in 
the business” upon whose shoulders the editor lays the blame for 
the depressed condition of the industry following the panic of 

* See account of Downing given above. 

* Quoted in N. Bouton, History of Concord (1856), p. 742. 

* Vol. II, p. 183. 
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1857.°° It was clearly possible for craftsmen and others to enter 
this industry as late as 1857, but the important thing, after mak- 
ing proper allowance for exaggeration in the complaints just 
cited, is that these men were commonly unsuccessful, especially 
when a period of “hard times” overtook the business. And it is 
of particular significance that the complainant in one of these 
cases signs himself as a journeyman—at a time when this term 
meant everywhere a wage-earning skilled employee—and speaks 
of the employees of those small manufacturers who, he says, had 
failed in such large numbers. Carriage making had fallen quite 
largely into the hands of storekeepers and merchants, or of 
craftsmen who became merchants, two decades earlier than this 
date, and the best craftsmen were to be found in largest numbers 
in the small shops these men had begun to erect. Men like the 
wheelwright, Lewis Downing, could enter the business and carry 
it on successfully, as he did, but if they did so, it must have been 
because they possessed the qualities necessary for mercantile 


success. 
A not dissimilar story can be told of furniture making. A 


successful career as a manufacturer in this industry could be 
entered upon with $350 or less in a good-sized town as late as 
1821.*' This sum would supply a complete equipment. It is a 
rather large capital for the average cabinet-maker of this date to 
accumulate, except in the larger cities, but it was undoubtedly 
possible to enter the business with less than a complete outfit 
and thus to dispense with a good part of this amount. 

It was clearly not a lack of capital that kept craftsmen from 
success in merchant-manufacture during the earlier years of its 
development, though lack of capital did have its effect during the 
later years when this form of organization was giving way to the 
factory, with the coming of power machinery. It has been 

* See also the account of unskilled workers in the West contained in Vol. II 
of this journal, p. 61. Incidentally, complaints such as these were common in all 


trades as merchant-manufacture progressed and the employment of untrained 
workers by the merchants increased. 


* See “Recollections of Hon. Chas. B. Lines,” in E. E. Atwater, History of 
the City of New Haven. 
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pointed out that the merchant employers in every industry early 
began to hire workers who were not trained to the craft they fol- 
lowed, who had not, in other words, served the regular appren- 
ticeship. This aspect of merchant-manufacture has been made 
familiar in shoemaking by Commons,” writing of the sequence 
of events in the city of Philadelphia, and by Miss Hazard, de- 
scribing the evolution of the industry in eastern Massachusetts.* 
Shoe manufacture was not peculiar in this respect. 

In carriage making there appears to have been a similar de- 
velopment. A writer in the New York Coach Makers’ Maga- 
zine,** complaining of country competition in the West, in 1859, 
states that there were three classes of carriage makers in this 
region: 

(1) men who have practiced at making lumber wagons, wheel barrows, 
ploughs, harrows, and all the other implements that are used by the farmer, 
who, after two, and sometimes after one year’s apprenticeship . . . . be- 
come .... master workmen. During his apprenticeship he has repaired 
several buggies and made the woodwork of one or two new ones 

time being out, we find him starting a shop for himself, or “tramping” to 
some neighboring shop in quest of a job. (2) The next and most efficient 

. are the sons of wagon makers, or common blacksmiths, who had 
acquired a taste for business of this kind in boyhood. (3) A class of car- 
penters and cabinet makers who are such botches at their own trades that 
they cannot do a passable job, so they take up the business of carriage 
making.*® 
Here is the general burden of the complaint in all trades at about 
this time. Cheap, unapprenticed, or only partly trained workers 
are employed in the business. Both their numbers and their 
poorer grade of work drive down the wages of the old-time 
craftsman. 

Country competition with cabinet making has been de- 
scribed above in the accounts of furniture making in Seymour, 
Lee, and Hingham, three of the scores of small towns that were 


* Quarterly Journal of Economics, November, 1909. Reprinted in Labor and 
Administration (1913), as chap. xiv. 

* Monograph referred to above. 

* Vol. II, p. 67. 

* Note also the complaint of “A Boston Journeyman,” cited above. 





MANUFACTURER AND ARTISAN, 1790-1840 77 


engaged in the manufacture of furniture parts. It had the same 
effect here as in other industries, and was doubtless an important 
reason for the appearance of cabinet-makers in the carriage 
maker’s trade, driven out of their own proper occupation by 
competition of this sort. Hatters also complained of the compe- 
tition of country hats, the product of the little shops in the back- 
country towns. In the men’s garment industry, custom tailors, 
face to face with the growing competition of the manufacturers 
of ready-made clothes, had to contend with country-made, as 
well as city tenement-made garments of low price and quality, 
produced by the employees of city merchants. 

The effects of this competition cannot be summed up in one 
statement, but one of its inevitable results was to render it even 
less likely that the craftsman would become a successful entre- 
preneur. At the very time when the coming of machines was in- 
creasing the initial expense of manufacturing he was facing not 
merely a decline in his earnings but even the disintegration of 
his craft.°° When he needed capital more than ever before, he 
was less able to accumulate it. 

The craftsman was left behind in the early phases of transi- 
tion from handicraft to merchant-manufacture. He lacked con- 
tacts with a market outside his own immediate community. He 
had too much craft pride, and the inertia it condoned, to under- 
take the necessary sacrifices, and he lacked too often the mer- 
chandising sense to undertake manufacture as an entrepreneur 
under the new system. After all is said, the opportunity never 
was his in any general sense. It belonged rather to those whose 
personal traits, native or acquired, were such as to give them a 
liking for, and a degree of skill in the “higgling of the market” 


and the taking of business risks. a | 


OBERLIN COLLEGE 


* This does not mean that wages for all kinds of labor were constantly on 
the decline. Money wages for most kinds of work increased during the thirties, 
when prices were rising. The point is that the demand for all-’round skill was de- 
creasing and that craftsmen of the old school found themselves little if any better 
paid than boys and other untrained workers and at a lower rate than they had 
formerly received from their own customers for the same work. 





TYPOTHETAE EXPERIMENTS WITH PRICE 
MAINTENANCE AND COST WORK 


With the invention in 1886 of a successful typesetting ma- 
chine, the linotype, the printing industry began to take on more 
of the characteristics of a machine industry. Web, rotary, and 
cylinder presses had already been invented. These heavier and 
more expensive presses were gradually coming into use, and the 
mechanical equipment of the printing plant was being increased 
and improved in many ways. The percentage of such equipment 
to each worker in the shop was increasing rapidly with a result- 
ant increase in overhead costs in the industry.* Small printing 
shops still were to be found in abundance, as indeed they are to- 
day, but the ambitious or successful printer was under great in- 
ducement to expand his plant and put in expensive equipment. 
This expansion usually took place under the influence of a tem- 
porary rush of work and on a credit basis. Then the pressure 
upon the printer to take work at reduced prices to keep his ma- 
chines busy, if he could not get it otherwise, was very heavy. If 
competition had been a problem in earlier years it now became 
almost a tragedy. 

The earlier method used by master-printers in attempting to 
meet the price-cutting problem had usually been by an agree- 
ment among themselves to observe a specific price list. They had 
realized very little success in maintaining prices in this way, 
however, except during the few years of greatest stress of Civil 
War conditions, because of inherent weakness in the method. A 
price list fairly applicable to the wide range of work done by the 
job printer, each job differing in some particulars from every 
other job, was an impossibility even in those days of simpler 
equipment and organization. With the development of the in- 


*F. W. Hamilton, Type and Presses in America, pp. 31, 40. (“U.T.A. Tech- 
nical Series,” No. 55.) 
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dustry the use of a price list became more and more impractica- 
ble and misleading. Those who were thinking on the problem 
had always recognized that education in cost keeping would be 
much more effective in eliminating unfair competition than 
would any effort to maintain arbitrary price lists which could 
have no sound basis. It was seen that because the printer did not 
know what it was costing to get out his work he kept on cutting 
prices until he did his work at a loss or forced his competitor to 
work at a loss. This ignorance of costs was due to two main 
causes: first, the complexity of the cost problem in this indus- 
try; and second, the fact that the printer characteristically is an 
artisan and not a business man. So many master-printers come 
from the ranks of the craftsmen that it may be said of them they 
know the production end of their business very well but know 
very little about marketing or financial problems. The great 
need of the industry was for the development of cost-finding 
methods and the education of master-printers in the use of these 
methods. 

It was to achieve price control that the first local Typothetae 
associations were organized, but several of them had already re- 
alized the importance of the problem of cost finding and were at 
work on it before 1887. The St. Louis Typothetae had sent out a 
questionnaire to some seventy firms and on the basis of the an- 
swers had prepared reports on estimated costs of presswork and 
on composing-room cost per journeyman per hour. Similar work 
was going on among the Typothetae in New York, Chicago, Cin- 
cinnati, and St. Paul. Naturally, the members of these local 
groups took their interests with them into the national group. 
Although the labor problem held the floor of the first convention 
of the United Typothetae to the practical exclusion of every 
other topic, there was informal discussion of the cost problem 
among the delegates, and immediately after the convention the 
newly elected secretary sent out a circular on the subject to the 
various branches.* This resulted in further local discussion of 

? American Bookmaker, VII (October, 1888), 95. U.T.A. Proceedings, 1888, 


p. 17. This was probably the first circular issued by the new organization to its 
members. 
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the subject, and it was brought formally into the second annual 
convention by the Typothetae of Cincinnati. They proposed the 
following as topics for discussion by the convention: 

The proper division of expenses: power, heat, rent, chargeable to press- 

room, composing room and other departments, so that comparison of the 
actual cost of doing the work can be made. It is also recommended that this 
subject should be referred to a special committee, and delegates be invited 
to present to such committee any information and statistics they may have 
in their possession bearing on this subject. 
The committee referred to was duly appointed, and prepared a 
revision of the work already done by the Cincinnati group. This 
revision was printed in pamphlet form and distributed to all the 
members of the United Typothetae early in the next year.* 

The prevailing attitude among master-printers in this period 
—one of distrust of price agreements—was formulated by Presi- 
dent DeVinne in making his first address to the United Typothe- 
tae, in terms that later were incorporated into the constitution of 
the association. He discussed the marked tendency of the times 
toward trusts and combinations of various sorts to control indus- 
try, and said that while these conditions made organization nec- 
essary the purpose of the United Typothetae was not to fight fire 
with fire. 

Our society is unlike any in the trade. It is voluntary and not coercive. 
We do not propose to make arbitrary prices, rates or rules; to make com- 
binations against our customers or the public; to fix or regulate the wages of 
workmen; to organize a crusade against any society. It is not in our plan to 
coerce unwilling or half willing members in obedience to a policy they do 
not approve. We are here for counsel, and for that cheerful and voluntary 
concert of action which comes only from a conviction of the justice of the 
counsellings. Our society is based on the right of the individual as opposed 
to the arrogated rights of societies. While we disclaim any intent to assume 
an arbitrary and exclusive control of the trade, eicher against customers, 
workmen, societies or members, we do desire to have a voice in the regula- 
tion of our affairs.* 

The emphasis on the cost side of the problem was formulated 
by the second president of the United Typothetae, Andrew Mc- 

*U.T.A. Proceedings, 1888, p. 21. American Bookmaker, VIII (February, 
1889), 46. 

*U.T.A. Proceedings, 1888, pp. 8-9. 
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Nally, founder of the house of Rand McNally, of Chicago, in his 
address to the convention of 1889: 


The statement that a majority of the printing offices of America are 
unprofitable is startling, but in my opinion is true. They afford only such 
mere subsistence, in many cases meagre, as could be obtained for individual 
service without the investment of either capital or credit. This is due largely 
to the owner’s ignorance of the cost of producing what he sells, to his failure 
to appreciate the magnitude of his expense account, and the extremely ex- 
pensive and perishable nature of his plant. The master printer generally 
rises from the composing room. His training makes him more of an artist 
than a trader. He usually starts in business by giving his customers the 
greatest amount of service for the smallest compensation, with the mental 
reservation that when he gets established in business he will advance prices 
and become rich. When the time for the advance comes he is surprised to 
find that a large number of printers, still in the artist (and artless) stage of 
development, are establishing themselves on the same basis of popular 
prices Is it not, then, very advisable for each Typothetae to prose- 
cute a careful and searching inquiry into the cost of printing in their re- 
spective cities; to agitate and to educate; to attempt to answer the question 
so often asked, Where have the profits gone?5 


Between the fourth and fifth annual meetings of the United 
Typothetae a committee was at work on “the matter of an abate- 
ment of the evil which results from competitive bidding,” with 
instructions to prepare “such a code of ethics as may, in their 
judgment, tend to elevate the dignity of the trade.” This com- 
mittee received suggestions and papers on the subject from a 
number of the local Typothetae, which showed that both the 
problem and the ideas as to its best solution were much the same 
throughout the whole industry.* Mr. DeVinne, with his usual 
aptitude for phrasing ideas in a quotable way, used in his paper 
on the general subject of costs and estimates the expression, “‘in 
making estimates we are shooting arrows in the dark.” This was 

* Ibid., 1889, pp. 9-10. 


* Ibid., 1890, p. 25. These papers were written by the following: Theodore 
L. DeVinne, New York; Thomas Todd, Boston; Charles A. Murdock, San Fran- 
cisco; L. G. Reynolds, Dayton; Samuel Rees, Omaha; a committee of the Cincin- 
nati Typothetae whose chairman was Charles Buss; Richard Ennis, St. Louis; 
Edwin Freegard, St. Louis; Sam Slawson, St. Louis; J. E. C. Farnham, Rhode 
Island. The papers are printed in full in the Proceedings of the Fifth Annual 
Meeting, 1891, pp. 223-71. 
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incorporated in the Code of Ethics and is widely quoted in the 
literature of the industry. The emphasis of all the papers was on 
education in cost finding for printers. 

At the fifth annual meeting in October, 1891, the committee 
brought in its report, which included the Code of Ethics since re- 
affirmed by every annual convention and regarded with increas- 
ing veneration by the association as the years go by. Indeed, to 
the present-day member it would be almost shocking to know 
that the original reading of the Code of Ethics to the convention 
produced “much good-humored laughing” and that it was char- 
acterized by one of the leading trade journals as being a “docu- 
ment of great length which is a code of ethics in the same sense 
that one of Addison’s essays is contained in Webster’s Diction- 
ary.’ This criticism was dictated by an immediate feeling of 
disappointment that the Code was in the main a general and the- 
oretical document rather than a list of detailed and specific in- 
structions. It is this characteristic, however, which has given it 
its permanent appeal, together with the fact that its analysis of 
the problems of the master-printer is an essentially sound one.®* 
It deals with his relationship to his own business, to his competi- 
tors, to his customers, and to his workmen, and with regard to 
the first three it sets up the standard of thorough knowledge of 
costs and of courage to take no job which will not pay a fair re- 
muneration. 

No subject received more attention in the trade journals of 
this period than the problem of competition among master- 
printers and the need for education in cost finding. It is safe to 
say that every issue of the two leading trade journals, the Ameri- 
can Bookmaker and the Inland Printer, contained articles or 
data of some kind on these topics. The editors of both journals 
expressed the most thoroughgoing approval of the work done in 


* American Bookmaker, XV (December, 1892), 177. 

°U.T.A. Proceedings, 1891, p. 46. The committee consisted of Everett 
Waddey, Richmond, chairman; Edwin Freegard, St. Louis; H. D. Brown, St. 
Paul; and Julius Festner, Omaha. It is the tradition in the association that much 
of the actuai phrasing of the Code was done by Mr. DeVinne, and there is inter- 
nal evidence in the document that this was the case. 
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this field by the new national association and entertained great 
hopes that it would be widely effective. “It will not be the fault 
of the Typothetae if five years from now the policy of cut-throat 
estimating shall be followed,” said Mr. Lockwood in 1888; and 
in 1889 Mr. Cameron, of the Jnland Printer, which had a large 
following among the trade unions at that time, wrote: “We have 
differed with the United Typothetae in the past as to its actions 
but when it undertakes to stop or modify the ruinous competi- 
tion in the trade, we realize it is occupying a field especially its 
own and conferring a benefit on the trade at large which it is im- 
possible to estimate.’” 

The influence of these journals and of the work of the Ty- 
pothetae perhaps had some effect during the prosperous years 
preceding 1893. There are reports of the compilation of price 
lists adopted as “recommended minimum prices” in a number of 
cities, including New York, and staff members of the American 
Bookmaker made the statement several times in 1891 and 1892 
that every place where they found a Typothetae in their travels 
they found that price conditions had improved. The prosperity 
of the times and the fact that the union was comparatively quiet 
during this period had probably, however, much to do with any 
such improvement. The panic of 1893, with the years of de- 
pression following, wiped out whatever advance had been made. 
It came to be realized that framing a code of ethics, worthy as 
that code might be in itself, left matters very much where they 
were. The death of Howard Lockwood in 1892 deprived the 
United Typothetae of one of its best friends, and the tone of the 
American Bookmaker in the next few years was very critical 
toward the association. The Jnland Printer was equally critical, 
and, indeed, their criticisms were largely warranted. The mas- 
ter-printers were hard hit by the depression, and both the local 
and national Typothetae suffered accordingly. Moreover, the 
national Typothetae was showing itself to be organized in a way 
that made it almost impossible that it should control any situa- 
tion or make any substantial achievements. It could do little 


° American Bookmaker, VII (October, 1888), 95. Inland Printer, VII (No- 
vember, 1889), 125. 
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more than have an annual social gathering with the customary 
sight-seeing trip and banquet.'° 

In Chicago the leading master-printers gave up hope of any 
achievement by their local Typothetae and in the spring of 1894 
organized the Chicago Master Printers’ Association, “to estab- 
lish a minimum scale for composition and presswork, promote 
cost work and a uniform system of estimating” and to take care 
of various trade abuses which “should have been controlled by 
the Typothetae if it had not been content with banquets." 
Among the first pieces of work undertaken by the new associa- 
tion was an investigation to ascertain why there were such great 
discrepancies in bids. The report on this investigation took the 
form of an estimate of costs, and the results were a surprise even 
to some of the members of the committee. The estimate included 
“many items which the ordinary printer never thinks of as en- 
tering into his expenses.” The association started a weekly bulle- 
tin, set up a credit list, and initiated a great deal of useful work. 

About a year later the association is referred to as a “small 
but pious band” trying to evolve order and business discipline 
out of conditions which were nothing short of chaotic. In Chi- 
cago, as elsewhere in the country, the printing trade was finding 
that the revival of trade was bringing a pressure of competition 
so great that “honor and good faith were lost sight of in the 
struggle,” and the trade was described as completely demoral- 
ized.’* The Master Printers’ Association may have begun to re- 
alize why the Chicago Typothetae had banquets as its main 
activity, for the association found that no control over its mem- 
bers was possible because it had no effective means of discipline. 
The editor of the Jnland Printer commented that the only way 
control could be achieved would be to have the co-operation of 
the union and have a system of declaring a firm “unfair” that 

* See chap. ii of “History of the United Typothetae of America,” by L. M 
Powell, to be published by the University of Chicago Press. 

™ American Bookmaker, XVIII (June, 1804), 140, 147. Inland Printer, XIII 
(September, 1894), 523. 


* American Bookmaker, XIX (November, 1894), 123. Inland Printer, XIV 
(February, 1895), 442; XV (June, 1895), 277. 
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engaged in price cutting. This problem of discipline within the 
Master Printers’ Association was undoubtedly a serious one and, 
as we have already seen, the agreement to maintain prices had 
never been successful in any locality, so that the Chicago situa- 
tion was not exceptional but typical. Attempts to make a price- 
control system work continued to be made, however, and late in 
1897 Detroit printers are reported as having organized an asso- 
ciation “to reduce the price cutting evil.’”* 

The union rendered some assistance on the problem of com- 
petition, although not in the way advised by the /nland Printer. 
It succeeded in reducing the length of the working day and 
thereby directed the attention of master-printers acutely upon 
their costs. The influence of the Syracuse Agreement** which 
established the nine-hour day in November, 1899, proved to be 
not only in the field of industrial relations but also in its effect 
upon the problem of competition. “How shall we make the 
shorter work day profitable?” was the question of the day. The 
employers’ committee in the Syracuse Conference discussed 
frankly with the union committee this matter of competition and 
convinced the union men that the menace of price cutting was a 
real one and that they would be under serious difficulty in trying 
to advance their prices to meet increased cost arising from the 
reduction in working hours. 

It was for this reason that the unions agreed to try to equal- 
ize wages in competitive districts. They found, however, that it 
could not be done. As President Donnelley said to the conven- 
tion of the International Typographical Union in August, 1899, 
the only equalization from the employers’ standpoint was to re- 
duce all to the level of the lowest and the only possible one from 
the union’s standpoint was to raise the lower to the higher level 
and consequently little was accomplished.’ Reports to the Ex- 
ecutive Committee of the United Typothetae in the summer of 
1899 showed that very generally there had been no wage reduc- 

** Inland Printer, XVII (September, 1896), 632; XIX (July, 1897), 408; XX 
(November, 1897), 171. 

** See chap. ii of “History of the United Typothetae of America.” 

* Tracy, History of the Typographical Union, p. 578. 
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tions and moreover that no general rise of prices to customers 
had taken place. Many of the reports stated that undue compe- 
tition was so serious a problem that few of the printers were 
“realizing even a fair return on capital invested to say nothing 
of a manufacturer’s profit,” and they asked the United Typothe- 
tae to take action to protect its members from outside competi- 
tion.*® 

Plans were already under way, however, by which not the 
national but the local Typothetae were to attempt to meet the 
price-cutting evil. As a contemporary optimistically phrased it, 
“the shorter work day by increasing the blight of unprofitable- 
ness has brought it to eradication.’”’ “Eradication,” of course, 
speaks of the enthusiasm of the moment over the new ideas, 
which fell far short of this ideal even while they were at their 
best in effectiveness. The new plans were for price-maintenance 
agreements in a form that would permit the exercise of control 
through disciplinary measures of some sort. One of the first of 
these plans to receive publicity was the “Baltimore plan” pat- 
terned upon the organization of the local Fire Insurance Board 
of Underwriters, and worked out originally by Mr. John H. Wil- 
liams, president of the Williams and Wilkins Company, and Mr. 
W. Ross Wilson, manager of the Baltimore branch of the Ameri- 
can Type Founders’ Company. In revised form the plan was 
adopted in June, 1899, and all the leading firms in Baltimore but 
one entered into the agreement. The association was legally in- 
corporated and its main features were (1) that its members were 
bonded to insure the keeping of their obligations; (2) that it 
was a confidential organization; (3) that it operated through a 
central office with a general manager, who was a skilled esti- 
mator, under an executive committee of five members. All esti- 
mates amounting to fifty dollars or over went first to this general 
manager, who fixed the prices which the various bidders were to 
submit, keeping the relative positions the same so that the low- 
est bidder remained the lowest and the highest bidder the high- 


* U.T.A. Proceedings, 1899, p. 42. 
" Printer and Bookmaker, XXVIII (July, 1899), 224. 
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est. The printer receiving the order had to pay to the associa- 
tion the difference between his own estimate and the figures 
fixed by the manager, and thus the motive was furnished to 
make the bid reasonably high to begin with. The fund thus ac- 
cumulated was to be used to finance the association and any sur- 
plus to be divided among the membership. The manager based 
his estimates on tables of rates fixed several times a week by the 
executive committee.’® 

Another plan which came into prominence at the same time 
and which was afterward tried by a number of cities was the 
“St. Paul plan.” It was originated by Mr. Charles Conradis, a 
St. Paul attorney, and installed in other cities by his partner, 
Mr. W. B. Brewster. Mr. Conradis was trustee, on behalf of a 
bank, of a printing office that never could make any money, and 
thus was led to study the problem. The plan involved the organ- 
ization of a corporation and assignment of stock to the members 
according to a valuation made of their plants, payment of 2 per 
cent per annum on the basis of the valuation to pay for the stock, 
and operation through a general manager under a board of di- 
rectors. The first office asked to make a bid notified the man- 
ager, made its estimate on the basis of a price list, and sent it to 
the central office. The manager raised the bid if it was too low. 
Any others who were asked to bid were notified by the manager 
of the price already set and were compelled to bid at the same or 
a higher price. The firm receiving the order paid into the treas- 
ury 2 per cent of the amount of the bill to the customer. This 
plan was put into operation in St. Paul in December, 1898.** A 
few months later a similar plan was inaugurated in Minneapolis. 
Kansas City and St. Louis printers were halted in their plans for 
combination by the passage of state anti-trust laws. Pittsburgh 
adopted a variation of the plan caused by a split into two groups, 

* U.T.A. Proceedings, 1899, pp. 142-46. Printer and Bookmaker, XXVIII 
(May, 1899), 120-21; XXVIII (June, 1899), 174; XXIX (September, 1899), 30. 

*U.T.A. Proceedings, 1899, pp. 123-29. Printer and Bookmaker, XX1X 


(November, 1899), 129. American Printer (formerly Printer and Bookmaker), 
XXX (July, 1900), 288. 
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each of which formed a corporation. Duluth, Des Moines, and 
Oakland, California, adopted plans based on the St. Paul idea.*° 

Detailed reports on the St. Paul and Baltimore plans were 
presented at the United Typothetae Convention in September, 
1899, and there was much discussion of the idea of combination. 
It was remarked afterward that extremely close and interested 
attention was given to these plans and that the “orators” of the 
association were not in evidence.** A special committee was ap- 
pointed to gather data on local trade combinations, and this 
committee reported to the convention in 1900 that there was 
considerable activity of the kind and that the effect in general 
upon the trade had been wholesome. Twelve cities were said to 
be trying the St. Paul plan, but no details were given “since read- 
justments were constantly being made as was natural in this ex- 
perimental period.”””* 

During the year of 1900, “printers’ trusts,” as they were fre- 
quently called, were reported in Atlanta, Toledo, Worcester, 
San Jose, Chicago, Omaha, Buffalo, and Providence. These as- 
sociations were always separate from the Typothetae, as was 
usually necessitated by their taking the form of a corporation, 
but they appear to have been composed mainly of Typothetae 
members. The Buffalo association was the first one to take the 
name Franklin Club, a name by which these associations later 
became generally known. The Omaha association had difficul- 
ties on account of the Nebraska anti-trust law and had to sus- 
pend its price list. In Cleveland the combination of job printers 
was halted when the newspapers raised the cry of “printers’ 
trust.”** Pittsburgh joined the ranks under the regular plan in 

* Printer and Bookmaker, XXVIII (May, 1899), 132; ibid. (June, 1899), 
174; ibid. (July, 1899), 227; ibid. (August, 1899), 263. 

* Ibid., XXIX (October, 1899), 92. 

* U.T.A. Proceedings, 1900, p. 56. 


* Ibid., 1901, pp. 77, 88. American Printer and Bookmaker, XX1X (Febru- 
ary, 1900), 336. American Printer, XXX (May, 1900), 148, 177; ibid. (June, 
1900), 242. 

In the East the name Board of Trade was more often used by these associa- 
tions than that of Franklin Club. 
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1901, and Albany, Boston, Milwaukee, Philadelphia, and 
Springfield, Ohio, were added to the list. It was told of a Phila- 
delphia printer that he was very fearful of joining with his 
brother-printers to raise prices but, when he had been persuaded 
to do so and had raised the price on three d’fferent jobs without 
losing them, he proceeded to mark up his prices to such an 
alarming extent that his colleagues had to call him back to earth 
and remind him that the sky was not the limit.** 

There was much discussion of the combination idea in New 
York but most of the earlier unsuccessful attempts to carry out 
such plans had been made in the East and were well known to 
the New York printers. It was their impression that the work in 
so large a city was too varied and too highly specialized to make 
the scheme feasible, and most of the master-printers too ig- 
norant of the cost side of their business to be reasonable co-op- 
erators under such a plan. It did, however, seem a possible plan 
for some of the smaller printers whose work was more or less of 
the same sort, whom the Typothetae had already been making 
efforts to organize. In the spring of 1901 some seventy of these 
small shops were put on the St. Paul plan and took the name 
New York Master Printers’ Association. About a year later they 
were affiliated with the Typothetae as a “junior class” but con- 
tinued their price-maintenance work separately. This work 
proved successful enough to induce some of the larger printers 
to ask for membership in the association.” 

Events were beginning to show, however, that not only were 
the printers’ price-maintenance organizations faced with serious 
internal problems in their attempts to compile price lists and to 
regulate estimating, but they were also subject to attack from 
the outside. Several states passed anti-trust laws which struck 
directly at such associations, and the attempt of the federal gov- 

“ U.T.A. Proceedings, 1902, p. 27. American Printer, XXXII (June, 1901), 
274-76; X XXIII (October, 1901), 117; XX XIII (December, 1901), 304; XXXIV 
(March, 1902), 46. 

* Printer and Bookmaker, XXVIII (July, 1899), 212; XXIX (September, 


1899), 21, 29. American Printer, XXXII (May, 1901), 208; XX XIII (September, 
1901), 38; XXXIV (March, 1902), 47. 
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ernment during this period to enforce the Sherman Anti-Trust 
Law was educating public opinion on the subject. It became 
gradually necessary for the printers’ associations to withdraw 
any obviously compulsory features and to continue only as much 
price maintenance as could be carried on quietly among printers 
who were willing to co-operate without being compelled to do so. 
They had learned one valuable lesson from their efforts and that 
was the great need for education on cost principles among their 
members. Thus they turned very naturally to this cost work as 
price control became less and less practicable, and the Franklin 
Club movement gradually became a movement for education in 
cost finding. When the Ben Franklin Club of Chicago was or- 
ganized in 1906 it took care to announce that it did not intend to 
do any price fixing and that the study of costs would be its main 
interest.”° 

Although experiments in price maintenance occupied the at- 
tention of local Typothetae groups for several years, they did 
not entirely lose sight of the cost problem, and certain printers 
continued to be especially interested in this problem. Among 
these was Isaac H. Blanchard, of the New York Typothetae, 
who was intert on working out a usable cost system for printers. 
In 1901 the United Typothetae appointed a Committee on Edu- 
cation in Price Making of which Mr. Blanchard was chairman. 
During the year the Executive Committee distributed to all the 
members copies of Mr. Blanchard’s pamphlet on Actual Costs in 
Printing, and at the convention in 1902 the Committee on Edu- 
cation in Price Making brought in a report which described the 
Blanchard method of finding costs per hour in the different de- 
partments. The convention recommended the adoption of this 
system by Typothetae members, and the report of the commit- 
tee was sent out not only to members but to all employing print- 
ers throughout the country rated over a thousand dollars, to- 
gether with an offer to furnish at cost the blanks for the system. 
Mr. Blanchard meanwhile was touring the country giving lec- 


* American Printer, XXXIV (March, 1902), 50. Inland Printer, XXXVII 
(September, 1906), 862. 
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tures illustrated by stereopticon slides to explain the methods he 
had worked out for cost finding, and altogether considerable in- 
terest in the subject was aroused. At the end of another year 
the Committee on Education in Price Making reported system- 
atic study of costs going on in forty different cities. In this 
report the committee added to its recommendations the point 
that the development of uniformity in methods of estimating 
and price making be kept in view. This realization of the need 
of standard cost methods for all printers was an advance step of 
the first importance. Uniformity thus became a main aim in 
Typothetae cost education.” 

Cost work, however, was still only a side issue for the United 
Typothetae whose “particular province was the safeguarding of 
its interests with reference to labor,””** and at this time the “par- 
ticular province” was of considerable importance. For a period 
of several years the eight-hour strike absorbed the attention and 
energies of Typothetae to the exclusion of every other interest. 
Then the membership, emerging from the conflict, found them- 
selves exclusively an open-shop group. After the failure of the 
agreement with the Pressmen’s Union, the United Typothetae 
ceased to have any further dealings as an organization with the 
unions, and the association was practically out of a job so far as 
the problems which had constituted its main reason for existence 
were concerned. 

Circumstances were pointing very clearly to the need for 
some sort of price control. The disorganization of the industry 
from the hardships of the strike and the business depression of 
1907 resulted in an orgy of price cutting which bade fair to ruin 
whatever the strike had left. The fact that some shops were now 
on an eight-hour basis while others were still working nine hours 
a day gave the nine-hour shops a pretext for believing that they 
were producing more cheaply and could therefore underbid the 
others. Moreover, the experiences of strike times, when the mas- 
ter-printers were trying to change their basis of operation from 

* U.T.A. Proceedings, 1902, pp. 34, 164-67}; 1903, Pp. 31-32; 1904, P. 139. 

* President Stern at the 1903 convention (Proceedings, p. 13). 
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union to non-union, had forced them to study with unusual care 
the details of the management of their plants and to think about 
the question of costs.** 

The transition from direct attempts at price maintenance to 
the idea of influencing the master-printers by educating them in 
respect to their costs had already been made in the Franklin 
Club movement of the Middle West, as has been noted with ref- 
erence to the Ben Franklin Club of Chicago. In the East, where 
the later form of price-maintenance plan had in general been 
more successful, the transition came as a result of the eight-hour 
day. The Printers’ Boards of Trade of Boston, New York, and 
Philadelphia realized that the problem of competition was a 
joint one for these cities and made a Tri-City Agreement under 
which they had an arbitration court which did excellent service 
in keeping competition on a fair basis. When the problem of 
raising prices incidental to the change to the eight-hour day was 
faced, they recognized that the basis for this increase was the 
claim of increased costs under the shorter day and that it would 
be of great advantage to them to have definite data relative to 
their costs to use in explaining the increased prices to their cus- 
tomers. Thus their attention was turned seriously to the matter 
of investigation of costs. 

The Boards of Trade were made up almost entirely of Ty- 
pothetae members, although the organizations were kept dis- 
tinctly separate, and there were already at this time cost com- 
mittees at work in the Typothetae associations of the three 
cities. A Joint Conference Board was organized, made up of 
members of the Typothetae committees and of the managers of 
the three Boards of Trade. Forms were drawn up and sent out 
and cost data obtained from a number of firms in each of the 
cities. The results secured showed a surprising degree of simi- 
larity in costs in these cities in spite of the fact that a different 
form and method had been used in each case. This suggested 
the importance of extending the investigation over a larger field 
and the possibility and advantages of the use of a uniform cost 


* Inland Printer, XL (December, 1907), 423. 
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system by printers. A list of six thousand master-printers in 
eastern cities was prepared, and in the fall of 1907 a question- 
naire was sent out designed to bring in sufficient data to serve 
as the basis for the formulation of a standardized cost system. 
The response was disappointing. Less than a hundred blanks 
came back properly filled out, and the Board received many let- 
ters expressing the regret of those who had received the forms 
that they could not furnish the information because they had no 
systematic method of bookkeeping. This response was added 
evidence of the condition of the industry with regard to cost 
keeping, and the board at once set about the task of drawing up 
a simple cost system. The system was built around the form 
originally drawn up by Charles Paulus, of the New York Board 
of Trade, and used in securing the cost data from New York 
printers. This form was incorporated into the Printers’ Board 
of Trade System as “Form H.’* 

The United Typothetae was, as we have seen, just at the 
point where it needed a new direction for its main interest, and 


© American Printer, XLV (December, 1907), 423. Ben Franklin Monthly, 
III (November, 1907), 6. Testimony of Henry P. Porter before the Federal Trade 
Commission, July 10, 1922, p. 1162. Interview with Henry P. Porter, March 22, 
1924. Unprinted MS by Franklin W. Heath, secretary of the United Typothetae, 
1907-14. Proceedings of First International Cost Congress, 1909, passim, especi- 
ally address by Charles Paulus, p. 102. As there has been considerable controversy 
over the authorship of Form H, the statement should be made that the original 
Form H blank, dated July 8, 1907, is in the possession of Mr. Paulus. The Ben 
Franklin Monthly, the official journal of the Ben Franklin Club of Chicago, whose 
president was the rival claimant, does not publish the form until June, 1908, and 
in November, 1909, this journal specifically and clearly gives the credit for the 
form to New York and explains that “Chicago has the New York system and 
calls their Form H by the name Form 9g.” It would appear that the Chicago 
claim of authorship did not arise until later, probably during the controversy be- 
tween the Ben Franklin Club and the Typothetae in 1912-13. See Ben Franklin 
Monthly, IV, No. 5 (June, 1908), 10; VII, No. 2 (November, 1909), 30-31. The 
Joint Conference Board was made up of the following members: Boston: Henry 
P. Porter, Albert W. Finlay, and Harry A. Brown, manager of the Boston Board 
of Trade; New York: Edmund Wolcott, Frederick Alfred, and Charles Paulus, 
manager of the Board of Trade; Philadelphia: W. A. MacCalla, Robert N. Fell, 
and Joseph Hays, manager of the Board of Trade. Mr. Hays was succeeded as 
manager of the Philadelphia Board of Trade and on the Joint Conference Board 
by W. Wallace Mayberry. 
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was very receptive to suggestions that it should take up this cost 
movement and make it a national one. At the convention of 
1908 in Boston the new Board of Trade cost system was pre- 
sented and the subject of cost work given a leading position on 
the program. It was decided to publish the Typothetae Bulletin 
monthly instead of quarterly and to use its columns for the dis- 
semination of cost data.** In the revision of the Declaration of 
Policy made that year two new principles were added, one re- 
ferring to the technical schools founded during the strike, the 
other signalizing the new position of importance given to cost 
work. The latter read as follows: 

VIII. The United Typothetae of America aims to extend an accurate 
knowledge of costs of operation in every department of the plants of its 
members, that each member’s business may be conducted with such intelli- 
gence and uniformity as to secure its successful operation.®* 

Considerable work in arousing interest in cost work was 
done by Henry P. Porter, of Boston, who devised a special stere- 
opticon lecture on the subject and gave it in a number of cities. 
This lecture was also used by the secretary of the United Ty- 
pothetae, Franklin W. Heath, and by several field men of the 
association who spent the year 1908-9 in giving cost lectures all 
over the country and in working up a handbook on estimating 
for the use of the membership. In co-operation with the Joint 
Committee of the Boards of Trade the Typothetae Cost Com- 
mittee prepared and distributed two thousand sets of a cost sys- 
tem, not only among members but to other interested printers. 
But it was found that the interest created was short lived. For 
the average office the system was too elaborate, and moreover 
when it came to the actual test of whether or not to instal a cost 
system in their own offices, the printers hesitated because it 
meant so much work and so much upsetting of old ideas. So the 
Cost Committee tried again with a simpler system and with the 
important addition of traveling representatives who would not 
only instal the system in an office but also supervise its operation 

™" U.T.A. Proceedings, 1908, pp. 19, 44, 56, 59. The U.T.A. began to issue the 
Bulletin, December, 1907; the monthly issues began October, 1908. 

* Ibid., p. 46. 
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until the data began to reveal actual conditions to the printer. 
This service met with immediate success, for as soon as a printer 
realized what the cost system could show him about his business, 
he was willing to have someone trained to keep it up for him or 
to learn how to manage it himself. Moreover, since this service 
could be furnished only to members, a prompt increase in mem- 
bership was the result, and during the year not only were mem- 
bers added to existing branches but new branches were organ- 
ized in ten different cities bringing altogether nearly a 40 per 
cent increase in membership to the United Typothetae.** 

The Ben Franklin Club of Chicago had also arrived at the 
conclusion that a uniform cost system would be of great benefit 
to the printing industry, and in July, 1909, the chairman of their 
cost committee, J. A. Morgan, wrote to President Fell, of the 
United Typothetae, suggesting that that organization, as the 
oldest printers’ association and as covering the widest territory, 
should take the leadership in such a movement. The result was 
an informal visit by some of the eastern men to Chicago. A 
conference lasting two days showed that the only important 
point of difference between the Chicago system and the eastern 
plan was the method of distributing the overhead burden, the 
Chicago plan using distribution on the pay-roll only while the 
eastern men claimed it should be distributed on the basis of di- 
rect department expense plus the pay-roll. On this point the rep- 
resentatives of the two plans could not agree, although they real- 
ized that no progress in the standardizing of cost finding 
throughout the country could be made unless one method or the 
other were chosen. John C. Hill, Board of Trade representative 
from Baltimore, suggested that the difficulty be met by holding 
a conference at some central point for all the printers interested 
in cost finding and letting disputed points be threshed out by 
such a larger and more representative group. This suggestion 
met with immediate approval and resulted in the historic con- 

* Ibid., 1909, Pp. 24, 37} 1910, pp. 10, 16, 18. The first traveling representa- 
tives were W. Wallace Mayberry and R. S. Van Pelt. The members of the Cost 


Committee were Albert W. Finlay, Boston; Frederick Alfred, New York; and 
Robert N. Fell, Philadelphia. U.7.A. Bulletin, October, 1908, p. 10. 
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ference known as the First International Cost Congress, which 
convened in Chicago in October, 1909.** 

The call for the Congress was sent out to Franklin clubs, 
Master Printers’ associations, Boards of Trade, and local Ty- 
pothetae throughout the United States and Canada. As only two 
weeks’ notice was given, a large number of representatives was 
not expected, but to the surprise of the committee nearly two 
hundred printers appeared, coming from all the leading cities of 
the two countries. These, together with another hundred dele- 
gates from Chicago, packed the large hall in the Auditorium 
Hotel. It was an assembly remarkable for the intense interest 
felt in the subjects under discussion, and altogether thoroughly 
demonstrated the existence throughout the printing industry of 
a realization of the need for a standard cost system. The 
achievement of the Cost Congress was considerable. The dis- 
puted point as to the distribution of overhead was settled, the 
method used in the eastern Board of Trade system being chosen, 
that is, that general overhead expense be distributed on the basis 
of total department costs including pay-roll. Basic principles 
for a cost system were adopted and a cost commission elected 
whose duty it should be to work out a standard cost system to 
be used throughout the country. The fourteen basic points were 
as follows:*° 

* MS of Franklin W. Heath. Ben Franklin Monthly, VI, No. 6 (Septem- 
ber, 1909), 7. The representatives from the East were Charles Paulus, New York; 
Chadwick P. Cummings, Philadelphia; John C. Hill, Baltimore; Chester B. Ames, 
Toronto; all of whom were managers of the Printers’ Boards of Trade in their 
respective cities. The Franklin Club representatives were F. I. Ellick, of Omaha, 
formerly secretary of the Ben Franklin Clib of Chicago, and W. J. Hartman and 
J. A. Morgan, of the Chicago Ben Franklin Club, Mr. Hartman being president 
of that Club and Mr. Morgan chairman of its Cost Committee. Mr. Morgan was 
also a member of the United Typothetae and had been elected to serve on its 
Executive Committee at the convention held in July, 1909. On September 16, 
1909, a meeting was held in the U.T.A. offices in Philadelphia to make the plans 
for the Cost Congress, and those present were E. Lawrence Fell, president U.T.A., 
Robert N. Fell, Chadwick P. Cummings, and Franklin W. Heath, secretary 
U.T.A., all of Philadelphia; Frederick Alfred and Charles Paulus, of New York; 
Wilson H. Lee, of New Haven, chairman of U.T.A. Executive Committee; and 
J. A. Morgan, of Chicago. 

© Proceedings, Second International Cost Congress, St. Louis, 1910, pp. 6-7. 
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. For the purpose of arriving at the cost of production of printing, we 
recommend that the standard unit of product shall be the hour in the 
several departments. 

. That the standard hour cost shall be the gross cost, namely labor, plus 
all overhead expense, departmental and office. 

3. That the standard method of caring for the overhead expenses shall be 
to charge direct to each department all necessary items and to distribute 
office or general overhead expense on the basis of total department 
costs, including payroll. 

. That stock handling, storage and shipping shall be kept as a separate de- 
partment or departments and may be included as an item of the general 
overhead to the end that same be included in gross cost of mechanical 
departments. 

. To cover cost of handling stock we suggest a minimum of 10 per cent be 
added to the delivered price at the plant. Profit to be added to this 
amount. 

. That the standard rate of depreciation on standard machines to be 
charged to cost of production shall be 10 per cent annually of original 
purchase price. 

. That the standard rate of depreciation on type to be charged to cost of 
production shall be 25 per cent per annum of its original cost. 

. That the standard rate of depreciation on type stands, chases, stones, 
etc., to be charged to cost of production shall be 10 per cent per annum 
of their original cost. 

. That the standard rate to be charged off for bad debts shall be 1 per 
cent of volume of yearly sales. 

. It is the judgment of your Committee that in the operation of a print- 
ing plant to its average capacity, a minimum profit is 25 per cent added 
to the cost of production. 

. That the standard terms of sale of the printers’ product shall be 30 days 
net, due on the roth of the month following date of purchase. 

. That in cylinder press work ink should be charged as a special item, and 
not included in the cost per hour of presswork. 

3. As a requisite for determining costs we endorse and deem necessary the 
use of an efficient loose leaf inventory system. 

. Experience has demonstrated that inventories for insurance adjustments 
by appraisal companies have proven most satisfactory. 


The Cost Commission at once began work upon the problem 
of drawing up a cost system based on the principles laid down 
by the Congress. A great mass of forms submitted by printers 
throughout the country was examined and the best points se- 
lected for the necessary forms for the standard system. The final 
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cost form, or “Form H” of the Printers’ Board of Trade System, 
was taken over into the system, and since it was used by the 
Ben Franklin clubs as “Form 9,” it was given the name “Form 
9-H.” This form is still the most important feature of the sys- 
tem. A descriptive pamphlet or treatise upon the use of the forms 
was prepared, and finally the system was printed and ready for 
distribution. Inquiries were on hand from every state in the 
Union, several Canadian provinces, Mexico, Philippine Islands, 
and Porto Rico, as well as from a number of foreign countries, 
including England, Italy, New Zealand, Australia, and India. 
Nearly three thousand sets were distributed to those making ap- 
plication before the meeting of the Second Cost Congress in Oc- 
tober, 1910. The standard system was formally approved by the 
United Typothetae at its convention in May, 1910, and its adop- 
tion urged upon all members. Similar action was taken by the 
other associations represented at the Congress, and the Stand- 
ard Uniform Cost Finding System for Printers was well launched 
on its career.*° 

Thus the two main problems of the master-printers, labor 
and excessive competition, shaped the history of the United Ty- 
pothetae. Organized and maintained “to safeguard the interests 
of its members with reference to labor” it found trade problems 
always coming to the front in the interest of its membership, 
and especially the vexed problem of price cutting. As an organi- 
zation, Typothetae at once laid down the principle that it would 

* MS of Franklin W. Heath. Proceedings of Second International Cost Con- 
gress, St. Louis, 1910, pp. 15-16. U.T.A. Proceedings, 1910, p. 127. Ben Franklin 
Monthly, VII, No. 8 (May, 1910), 12. The membership of the original Cost 
Commission was as follows: J. A. Morgan, Chicago, chairman; A. M. Glossbren- 
ner, Indianapolis, treasurer; A. W. Finlay, Boston; Claude D. Kimball, Minne- 
apolis; Stewart Scott, St. Louis; Robert N. Fell, Philadelphia; F. I. Ellick, Oma- 
ha; Frederick Alfred, New York; George H. Saults, Winnipeg; H. W. J. Meyer, 
Milwaukee; C. V. White, Seattle; Thomas B. Morton, Louisville; Edward L. 
Stone, Roanoke. All of these men except Mr. White were members of the U.T.A., 
some of them belonging as well to a local Franklin Club or Board of Trade. Sec- 
retary Franklin W. Heath of the U.T.A. acted as secretary for the commission. 
The subcommittee of the Cost Commission which did the actual work of drafting 


the Cost System was J. A. Morgan, A. M. Glossbrenner, Frederick Alfred, and 
F. I. Ellick. 
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not attempt to control prices, but this did not preclude intense 
interest on the part of its members in experiments in price main- 
tenance made by local groups of printers. The difficulties of 
price maintenance and the trend of public opinion, together with 
the natural effect of attempts at price control in making printers 
see the need of knowing their costs, brought about a shift in in- 
terest, and cost work came to the front not only in the Typothe- 
tae but in the Franklin clubs, Printers’ Boards of Trade, and 
Master Printers’ associations which had been organized in the 
price-maintenance movement. 

When the United Typothetae emerged from the eight-hour 
strike and the failure of the agreement with the Pressmen’s Un- 
ion, and was completely on an open-shop basis, there was no 
further possibility of relationship with the unions at that time. 
It might then have become a militant union-fighting organiza- 
tion such as the organizations in the metal trades had become 
under somewhat similar circumstances. Two things hindered 
this development: First, this was not an attitude congenial to 
the leaders in the printing industry. Their employees were high- 
ly skilled native American citizens and many of the master- 
printers themselves had risen from the ranks and could still see 
the workers’ viewpoint. Second, the cost question was pressing 
upon them and became at once the means for keeping the organ- 
ization together and for turning it, so far as its main work was 
concerned, in a new direction. Thus at this time a transition 
took place for the United Typothetae. It had been an employ- 
ers’ association with trade interests on the side. It now became a 
trade association with its labor problems kept well to one side. 


LEoNnA M. PoWELL 


New York Empioyinc Printers AssociaTION 





“THE WORKER IN MODERN ECONOMIC SOCIETY”? 


I 


Most general books on industrial relations treat the various as- 
pects of the labor problem as more or less unrelated topics. Chapter 
follows chapter with apparently little reason for the precise sequence 
—perhaps historical material first, followed by chapters on wage 
theory, trade unionism, strikes, conciliation and arbitration, work- 
men’s compensation, women in industry, child labor, immigration, 
scientific management. It does not usually appear how these things 
are related to a fundamental problem. 

Here at last we have a book which avoids the usual atomistic 
treatment of the labor problem. It aims to describe and account for 
the situation of non-agricultural wage earners in the United States, 
and it endeavors to focus attention upon the basic causes in terms of 
which their situation must be explained. Topics, such as industrial 
accidents, unemployment, low wages, long hours, and overwork, which 
have been too much regarded as separate and distinct, are seen to be 
products in large degree of common causes. Because The Worker in 
Modern Economic Society treats the labor problem with exceptional 
perspective and insight, it is an important contribution to the litera- 
ture on industrial relations. 

The book is not a treatise, but a collection of readings. Com- 
pilations of readings, as a rule, are designed to supplement texts 
rather than to take the place of them. They usually consist of a few 
long selections, rather loosely organized, and not bearing closely upon 
one another. The Worker in Modern Economic Society is intended 
to serve as a text. It consists of numerous short readings, each deal- 
ing with one or two specific points and each closely related to the pre- 
ceding and following readings. Prefaced to every chapter is an intro- 
ductory statement setting forth the principal issues to be raised. The 
relationship of the readings to one another is further made clear by 
an elaborate series of headings and subheadings. At some points 
where material was lacking, the authors have prepared special read- 

* Douglas, Hitchcock, and Atkins, The Worker in Modern Economic Soci- 
ely, pp. xxxii-++929. The University of Chicago Press. 1923. $4.50. 
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ings. These are especially valuable, and more of them would have im- 
proved the book. 


II 


Before examining its treatment of specific topics, let us notice 
the general contents of the book. It has seven principal divisions. 
The first two are introductory. Part I, entitled “Human Nature and 
Industry,” is a psychological approach to the problem of the wage 
earner’s situation and Part II, “The Development of Economic Or- 
ganization,” is in the main a historical approach. Part III, “The 
Worker in his Relation to the Market,” shows how the laborer’s situ- 
ation is affected by the nature of the labor market and by his posi- 
tion in it. Part IV deals with problems of security and risk, and the 
last three parts with the ways in which workers, employers, and the 
public react to labor’s condition. 

The fundamental conditions which determine the state of the 
modern wage earner appear to be: (1) man’s psychological traits; 
(2) the abundance and character of natural resources; (3) modern 
industrial technique; and (4) modern economic and political institu- 
tions, especially the institution of free capitalistic enterprise. The 
general plan of the book makes fairly adequate provision for the 
analysis of each of these factors. The first is discussed in Part I, the 
next two in Part II, and the fourth in Parts II and III. It would 
have clarified the analysis, in the reviewer’s opinion, had a separate 
part been devoted to each factor. 

The principal criticism of the general contents and plan of the 
book relates to its handling of the results produced by these basic 
determinants of labor’s condition. The situation of the worker in 
modern industry is characterized by three outstanding features: (1) 
prevalence of low wages, long hours, bad working conditions, and the 
exposure of workmen to great risks of accident, disease, and unemni- 
ployment; (2) pronounced conflict between wage earners and em- 
ployers; (3) extraordinary lack of interest on the part of laborers in 
their tasks and in the prosperity of industry as a whole. These things 
suggest that the labor problem has three principal divisions: the 
problem of protecting workers from oppressive conditions; the prob- 
lem of mitigating the severity of the struggle between capital and 
labor and of adjusting disputes between them; and the problem of 
interesting wage earners in production and inducing them to co-oper- 
ate heartily in increasing output and cutting costs. There is a good 
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discussion of the worker’s need for protection in the sections entitled 
“Labor in Relation to the Market” and “Security and Risk.” Scat- 
tered through the book is material on the conflict between employers 
and workers but it is not brought together to present a clear and com- 
prehensive analysis of why this conflict should be so peculiarly acute. 
On the extraordinary failure of industry to obtain the willing aid of 
labor in production there is almost no material. 


III 

In view of the present state of psychology, it is perhaps inevitable 
that the psychological introduction should be unsatisfactory. Eventu- 
ally psychology may shed much light on labor problems. Perhaps un- 
rest is in no small measure generated by industry’s making demands 
upon men or subjecting them to a discipline against which their 
original nature causes them to revolt. Or perhaps the conflict is not 
primarily between innate traits and the demands of industry but be- 
tween the desires, ideas, and habits which the non-industrial part of 
men’s environment creates and the conduct which industry requires. 
Or, if human nature is as plastic as is now the tendency to believe, 
the real problem may be one of the effects of industrial conditions 
upon a too impressionable human nature. In other words, the diffi- 
culty may be not that men fail to adapt themselves to the conditions 
of industry, but that they are too easily molded by those conditions. 
To understand these matters, much more knowledge is needed con- 
cerning man’s original nature and how it is influenced by environment 
and also concerning the psychological effects of different occupations 
and jobs. 

The historical introduction which follows the psychological one 
contains much good material but is limited in value by its failure to 
deal more directly and completely with the question—of supreme im- 
portance in any historical and evolutionary study of the labor prob- 
lem—of what determines labor’s status in industry. Manual workers 
have at various times been independent producers, slaves, serfs, and 
peons. Today in western countries they are usually servants. Inquiry 
into the determinants of labor’s status is of particular importance at 
present because there is reason to suspect that we are in one of those 
transition periods, comparable to the breakdown of serfdom, in which 
one status of labor is giving way to another. The evidence is im- 
pressive that the master-servant relationship is becoming less adapted 
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to modern social and industrial conditions and that changing circum- 
stances are slowly creating a new status for labor. For the first time 
in history we have a working class of which almost every member can 
read and write. For the first time practically all manual workers par- 
ticipate on equal terms with other classes in running the government. 
Prevailing political philosophy has made the workman keenly con- 
scious of his rights and has led him to expect a voice in determining 
the conditions under which he lives. This educated, politically free, 
and self-assertive laborer finds himself worked at a faster pace than 
his fathers, subjected to greater physical and economic hazards, re- 
duced in economic importance by subdivision of jobs, by semi-auto- 
matic machines, and by employment departments ready on short 
notice to supply someone to take his place, and shut out in most indus- 
tries from opportunity of becoming an independent business man. 

More docile and ignorant workmen would submit, but the laborer 
who has been touched by the civilization of western Europe revolts 
and in doing so he challenges the master-servant relationship. That 
is what unionism, even in its most conservative form, is doing. Unions 
seek to wrest from employers the determination of policies affecting 
labor and to vest it jointly in representatives of the management and 
of the men. In other words, they seek to deprive the master of much 
of his authority and to set up an arrangement which—within limits— 
is akin to a partnership. In so far as unions achieve their goal, work- 
ers cease to be mere employees and acquire rights which can no longer 
be altered or taken away by the mere whim of the management. 
Only when collective bargaining is seen to involve repudiation of the 
master-servant relationship can the significance of trade unionism 
and the bitter opposition which it excites be understood. 

The readings which describe the effects of modern technique 
upon workers treat the machine as its dominant characteristic. This is 
a generally accepted view, but it is one which, in the reviewer’s opin- 
ion, needs to be substantially qualified. Important as machinery is, it 
probably affects workmen no more than do the repetitive character of 
jobs, specialization, or the nature of managerial policies. An extract 
from Pound’s The Iron Man in Industry asserts that the machine sets 
the pace which workers must maintain. Though true of looms and 
some types of conveyor systems, it is not of most machines. Both the 
repetitive character of modern industrial tasks and specialization help 
managements to control the speed of work even more than does ma- 
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chinery. Only when an operation is repetitive—whether it be done by 
machinery or by hand—does it pay to ascertain by careful time studies 
how long it should take. Furthermore, only when work is repetitive 
can the management compare the output of a man on different days or 
of several men over a given period and base the standard performance 
upon the best. Subdivision of labor helps managements control the 
rate of work by facilitating the use of pace setters. When tasks are 
arranged in sequence, it is easy to station pace setters at initial opera- 
tions and to require that the other men handle the material as rapidly 
as it comes to them. Control over speed is especially effective when 
specialization is combined with payment by the piece. The earnings 
of each man are then limited by the pace of those who do the preced- 
ing operations. Hence the fast workers urge the others to speed up. 
No pressure, of course, is so effective as that from fellow-workers. 

Machinery is held responsible for reducing the skill, judgment, 
initiative, and responsibility required of modern laborers. But repeti- 
tive work and specialization do this also. The more completely work 
consists in doing one thing over and over, the less need do laborers 
have for judgment, initiative, and resourcefulness. Specialization, by 
causing the most difficult operations to be concentrated in the hands of 
a few experts, helps to convert the task of the ordinary hand into a 
simple routine. Indeed, the operation of most machines becomes sim- 
ple routine only when the exacting parts of it are transferred to tool 
grinders, machine setters, and belt men. 

In analyzing the effects of production methods upon workers, the 
authors take no account of managerial policies. But these are parts 
of modern technique and produce momentous results. For several 
generations it has been a cardinal principle of American industrial 
administration to adapt jobs to men rather than men to jobs.’ Instead 
of training men to exercise judgment, initiative, and thought and to 
assume responsibility, managers have striven to make jobs so simple 
that these qualities are little needed. There are several reasons for 
this: (1) the fact that the executives in charge of manufacturing 
have usually been mechanical experts and consequently more skill- 
ful in altering methods of work than in training men; (2) the great 


* There are a few exceptions to this rule which the reviewer has explained in 
the American Economic Review, Vol. XV, No. 1, Supplement, March, 1925, p. 94. 

* Within the last decade there has been a tendency to pay more attention to 
adapting men to the work. 





“THE WORKER IN MODERN ECONOMIC SOCIETY” 105 


differential, created by immigration, between the wages of skilled and 
those of unskilled or low grade semi-skilled men; (3) the extraordi- 
nary difficulty of training foreign-born workers; (4) the incompati- 
bility between training men to think and to assume responsibility 
and the drive policy of management, a policy which for various rea- 
sons has been widely pursued. 

The practice of adapting jobs to men rather than men to jobs has 
given managers an exaggerated impression of the extent to which 
tasks have been reduced to a simple routine and the need for thought, 
initiative, and ingenuity dispensed with. This impression has pro- 
foundly affected labor policies. It has led managers to underestimate 
the importance of the worker’s good will and until recently they have 
made little effort to get it. How much room there still is for thought 
and ingenuity among ordinary workmen is indicated by the experi- 
ence of a large rubber manufacturer, which for over ten years has 
rewarded employees for suggestions. Savings from suggestions sub- 
mitted in 1922 amounted to $56,000, during 1923, to $84,000, and 
during the first quarter of 1924, to $63,000. Successful suggestion 
systems in many industries bear out this experience. 

The tendency of managers to understimate the demands made by 
modern industrial work frequently causes them to hire less competent 
men than would be most profitable. This leads to undervaluation in 
the labor market of such qualities as intelligence and reliability. A 
rubber manufacturing enterprise, upon investigating the requirements 
of its jobs, found that in several departments it had been using too 
low a grade of labor. The manager of an enameling plant has come 
to the same conclusion with respect to several departments and is 
seeking to replace his present force with workers who can assume 
more responsibility. 

IV 

Part III deals with the wage earner in relation to the market, 
a topic of central importance because the whole labor problem is, in 
large degree, simply an outgrowth of the way in which free enterprise 
functions in the case of the buying and selling of labor. This subject 
is sadly ignored in most works on labor problems and it is an import- 
ant merit of this book that it gives the topic so much attention. 

The labor market which the book describes, however, is one in 
which competition reigns supreme, its influence little modified by cus- 
tom, monopoly, or public authority. Two readings—one “The Partial 
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Maintenance of Status,” the other “The Influence of the Business 
Cycle”—make brief reference to custom. Monopoly and public au- 
thority receive no attention. All of the wage theories presented run 
exclusively in terms of competition. Undoubtedly, in the United 
States at least, competitive exchange is the most important way in 
which terms of employment are fixed. But even here trade unions 
have made the monopoly principle effective in large branches of in- 
dustry, and custom and public authority are of great importance. 
The three together probably affect conditions of employment more 
than does competition. 

The material on competitive exchange as a method of fixing 
wages and working conditions is excellent but fragmentary. The one 
fact which, in the reviewer’s opinion, stands out above all others when 
one studies the labor market appears to have escaped attention. This 
is the extraordinarily complete ignorance, on the part of both buyers 
and sellers of labor, of the information necessary for making intel- 
ligent choices. Indeed scarcely another market can be found in which 
essential information is so completely lacking. 

Employers, as a rule, are better informed than wage earners. 
Their employment departments know the general state of the market, 
what other enterprises are paying, where men can be obtained. But 
even business establishments are sadly lacking in market information. 
A man is needed for a certain job. Who, among the numerous appli- 
cants, is best qualified? Unless the management has carefully studied 
the operations in the plant—and few have—it has only incomplete 
and inaccurate information concerning what qualities each job re- 
quires. Even more difficult to determine are the qualities possessed 
by the applicants. By interviews, reports from former employers, and 
physical examinations, the least desirable applicants can be elimi- 
nated, but there is no way of accurately measuring the merits of 
those who remain. For a few traits there are psychological tests of 
questionable validity. Trade tests are of some help, particularly in 
eliminating applicants from consideration. In the main, however, the 
employer in buying labor is purchasing something of unknown qual- 
ity. Of few things which he buys does he know less. 

Even worse is the situation of the job seeker. If a non-unionist, 
he has no central source of market intelligence. Hearsay and visits 
to plants are his means of learning about vacancies, rates of com- 
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pensation, and working conditions. Neither is likely to supply him 
with much information. 

In noting the difficulty which workers encounter in comparing 
wages in different plants, the fact should be emphasized that the 
form of wage payment in the case of many jobs—nearly half in manu- 
facturing industries—is piecework or a bonus system.* Piecework 
and bonus rates can be compared only by the amounts they yield per 
day or hour. Not only do some workers earn more than others but 
the earnings of all fluctuate greatly. In busy times, when the flow of 
work is good ana long runs without changes in set-up are possible, 
earnings rise; in dull times, when work comes in small lots and 
changes in set-up are frequent, they drop. The condition of machines, 
tools, and raw materials also affects them. Some firms are liberal, 
others niggardly, about crediting piece or bonus workers with extra 
time at daywork rates when for causes beyond their control their 
earnings fall off. When, therefore, a man is offered a job paid on a 
piecework or bonus basis at which he is told that he should earn 
thirty-five dollars a week, what does this mean? Do the best or the 
average men earn this amount. Is thirty-five dollars the average for 
good weeks and bad or can it be earned only during the busy season? 
In how many weeks of the year is it impossible to earn thirty-five 
dollars and, when conditions are unfavorable, how liberal is the man- 
agement in granting special allowances? The extreme indefiniteness 
of the statement that a piecework position pays about thirty-five dol- 
lars a week is self-evident. Perhaps a job in another plant which a 
more conservative management estimates will yield only thirty dollars 
is actually more remunerative. Piecework and bonus systems render 
comparison of wage scales difficult in the extreme. 

Important as it is for workers to compare wages in different 
plants, it is no less essential that they compare the risks of unemploy- 

* Figures gathered by the reviewer show that of 220,536 workers employed 
by 175 manufacturing establishments, 78,837 or 35.8 per cent were paid by the 
piece, 28,173 or 12.7 per cent were paid a bonus, and 113,526 or 51.5 per cent 
were paid on a time basis. (American Economic Review, Vol. XV, No. 1, Supple- 
ment, March, 1925, pp. 94-95). The Wisconsin Industria! Commission, however, 
in an investigation which included many non-manufacturing establishments found 
a substantially smaller proportion of piece and bonus workers. Of 130,775 em- 
ployees in 1,046 establishments, 26.3 per cent were piece workers, 11.1 per cent 
bonus workers, 61.3 per cent were paid on a straight time basis, 0.9 per cent on a 
commission basis, and 0.4 per cent were paid by other methods. (Wisconsin La- 
bor Statistics, Vol. II, No. 11, p. 8.) 
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ment, accident, and industrial disease, the agreeableness or disagree- 
ableness of the work, and the effect of different jobs upon length of 
working life. The most obvious hazards of some employments are 
fairly well known but this knowledge is of little use because it is not 
in precise quantitative form. What the workman needs to know is 
just how specific jobs in a certain varnish factory or planing mill 
compare in likelihood of unemployment, industrial accidents, or in- 
dustrial disease, and in effect upon working life with specific jobs in 
another varnish factory or planing mill or in an automobile factory, 
textile mill, or coal mine, Yet who can tell him? 

What are the consequences of this lack of market information? 
The inability of employers to tell for what job each applicant is pe- 
culiarly fitted tends to keep down output and hence, as a general rule, 
wages. The difficulty of employers in distinguishing accurately be- 
tween the best men and the mediocre is one reason why the former 
have trouble in getting pecuniary recognition for their merits. It is 
also a reason why competition for employment is largely upon a price 
basis. These two facts—the difficulty in getting pecuniary recognition 
for merit and the importance of price competition among wage earn- 
ers—undermine the interest of workmen in skill and efficiency. When 
we observe how hard it is to sell manual labor upon a quality basis, 
the indifference of many wage earners toward skill and efficiency be- 
comes more understandable. 

Inadequate market information among job seekers tends, in the 
short run at least, to keep down the general wage level.’ A man is 
offered a position. He does not know that a nearby enterprise is hir- 
ing men for similar work at higher pay. By the time he has investi- 
gated other plants and returned to the first one the vacancy is almost 
sure to have been filled. Consequently he accepts the position at less 
than is paid elsewhere. Because many job seekers act in this way, 
differences in wages exercise only a moderate influence upon the quan- 
tity and quality of labor seeking employment at different plants.* 


* Whether influences which keep wages below the marginal productivity of 
labor tend, in the long run, to lower or to raise wages depends upon how they 
affect the supply of capital. If paying labor less than it is worth substantially en- 
hances the rate at which capital is accumulated, it may result, in the long run, in 
higher wages. But it is not clear that the accumulation of capital is accelerated 
by the payment of low wages. 

*In this connection it is perhaps worth noting what a great spread exists in 
the scales of different enterprises in the same locality. For example, on May 1, 
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But if higher compensation does not attract distinctly more or better 
men, there is little use in offering it. Hence it is not surprising that 
wages respond slowly to increases in the demand for labor. 

The difficulty experienced by wage earners in discriminating ac- 
curately between jobs leads to the breakdown of competition as a 
regulator of working conditions. The notorious failure of competi- 
tion to protect against irregular employment, industrial accidents, oc- 
cupational diseases, and overspeeding is largely attributable to the 
inability of laborers to compare jobs with respect to these things. It 
is significant that wage earners, without the aid of unions or legisla- 
tion, have made more progress in obtaining a shorter working day 
than in getting stability of employment, protection against accidents 
and diseases, and prevention of overspeeding. The reason undoubted- 
ly is that hours of work in different plants can be easily compared. 

A most significant feature of the labor market is the absence of 
higgling and of two-sided bidding.? Employers compete for labor in 
many ways, such as offering better wages or conditions than their 
rivals, but in one important respect there is no competition among 
them. They stand united in their unwillingness to bargain with job 
1920, the range in the hiring rates for common labor among forty-four manufac- 
turing plants in a large middle-western city was from 44 to 68 cents an hour. 
The average rate was 54.48 cents. Twelve plants paid 50 cents an hour or less 
and six paid 60 cents or more. These are hiring rates and hence do not reflect va- 
riations which creep in when length of service or exceptional efficiency is re- 
warded. The data are all from manufacturing enterprises and are not affected, 
therefore, by the differences which prevail between rates for short-time con- 
struction jobs and relatively steady inside work. The rates do, of course, reflect 
differences in the labor policies of the various enterprises. The company paying 
the highest rate—68 cents an hour—had perhaps the most ideal working condi- 
tions and probably the most liberal labor policy. It pursued—at this time—the 
policy of promoting from within its force and the high rate was the result not of 
an acute labor shortage but of the desire to attract the best common labor in the 
city, men who could be developed into something better. It is significant how 


much above the average this enterprise felt it necessary to go in order to attract 
such men. 


"The authors use a satirical article from the New Republic to illustrate this 
point. The article, however, is not analytical and fails to show clearly just what 
the absence of bargaining means. By many uncritical readers it is likely to be in- 
terpreted as meaning that employers simply dictate wages and conditions when, 
as a matter of fact, competition for men profoundly affects the terms of employ- 
ment. The absence of bargaining simply gives employers considerably more lee- 
way in fixing wages and conditions. 
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seekers over the terms of employment. An applicant who sought to 
higgle would be considered presumptious and by his very act would 
eliminate himself from consideration. Offers in the labor market 
come solely from the buyer. The worker has the simple choice of 
accepting the employer’s one and only offer or looking elsewhere for 
a job. 
The absence of two-sided bidding does not entirely change the 
process of competitive price determination, for buyers of labor set 
their offers with reference to supply and demand. It does, however, 
substantially affect wages and conditions of employment. In the first 
place, wages are probably farther below the pecuniary worth of labor 
than they would be if workers were in a position to bargain. When 
a buyer or seller makes an offer he does not usually begin with the 
best terms that he is willing to concede. Those terms are elicited only 
by a process of higgling, or, as it is termed when large transactions 
are involved, negotiation. In the second place, absence of bargaining 
tends to prevent workers from getting many improvements in work- 
ing conditions which enterprisers might concede if there were only 
opportunity to negotiate about them. Finally, it tends to delay the 
advance of wages when the number of jobs increases and the number 
of unemployed decreases. The reason is obvious. No one wishes to 
admit that changes in supply and demand have occurred which neces- 
sitate what, from his standpoint, are unfavorable readjustments of 
price. Only when the evidence of such changes is quite conclusive do 
those who make the price offers in a one-sided market alter their bids. 
If the sale of labor were a matter of negotiation in which the job 
seeker argued for a certain price, workers could undoubtedly induce 
employers to adjust wages to increases in the demand for labor and 
decreases in the unemployed reserve more promptly than they are now 
moved to do by the gradual rise in the resignation rate and by the 
slowly growing proportion of job seekers who reject the terms offered 
them.° 

*It should be emphasized again, however, that in the long run the inability 
of workers to collect the full worth of their labor may mean higher wages. 


Whether it does or not depends upon how low wages affect the rates of capital 
accumulation and population increase. 

*It is not intended to imply that the one-sided bidding in the labor market 
is the sole reason why wages rise less rapidly than other prices. There are several 
other causes. Wages seem peculiarly susceptible to the influence of custom, and 
customary rates tend to be regarded as fair and as representing all that labor is 
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One reading explains and another criticizes the marginal produc- 
tivity theory of wages. Each is excellent but each is from an ele- 
mentary text. In a book for students who have some special interest 
in labor problems, a more advanced discussion might be desirable. 
Particularly regrettable is the failure to analyze more fully the limita- 
tions of the theory. Since the theory inevitably refers to value pro- 
ductivity rather than utility productivity, it is not an explanation but 
only the first step in the explanation of real wages. Productivity— 
in the only sense in which the theory can use the word—may consist 
in reducing rather than increasing the supply of goods which reach 


worth. Many employers will put up with a more or less serious shortage of men 
rather than pay more than they have been accustomed to consider labor to be 
worth. There may be a close connection, it is true, between the susceptibility of 
wages to custom and the absence of two-sided bidding from the labor market. 
The fact that wages, once increased, cannot be reduced except at the risk of much 
friction, loss of good will, and possibly open resistance, makes employers delay as 
long as possible advancing their rates. Finally, and perhaps most important of 
all, is the fact that old workers can be held at lower rates than are necessary to 
attract new employees. It is not as a rule wise, however, for a management to 
raise its hiring rate without at the same time advancing the wages of the entire 
staff. But in order to attract a few additional men, it would hardly pay the man- 
agement to advance the wages of the whole force. 

If the confinement of bidding in the labor market to buyers delays the ad- 
vance in wages when the number of jobs increases, why does it not cause wages 
to drop more quickly and sharply when unemployment grows? The slowness with 
which wages respond to declines in the need of enterprisers for men must be ex- 
plained by special reasons. The peculiar relationship which exists between the 
employer and his men is perhaps the principal one. If each day the employer 
hired an entirely new force, undoubtedly wages would drop quite promptly when 
the number of jobs decreased and the unemployed reserve increased. But the 
employer has been paying his men certain rates for some time. Under these cir- 
cumstances decreases in rates are peculiarly likely to promote resentment on the 
part of sellers. Added to this is the fact that decreases in the need for men usu- 
ally are accompanied by fewer hours of employment each day or fewer days 
each week. Consequently, the workers find reductions in wages at these times 
particularly hard to bear. In the case of most commodities purchasers have little 
reason to care whether sellers like their policies or not. The buyers can easily 
change to other sellers. It is not practicable, however, for the purchaser of labor 
suddenly to cease buying from those who have been supplying him with human 
services and to obtain them elsewhere. And since workers have many ways of 
giving vent to their resentment, employers have a peculiar interest in not antag- 
onizing them. For reasons such as these, the custom of only employers’ making 
offers in the labor market does not result in prompt and drastic reductions in 
wages when the number of jobs decreases. 
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the general public, as when, in the classic example, men are employed 
to throw spice into the sea.*° Discovery by business men of more 
ways in which workers can be profitably used to reduce the supply of 
goods which reach the general public will raise the marginal produc- 
tivity of labor, increase money wages, and decrease real wages.** Real 
wages depend not merely upon the marginal productivity of labor but 
upon the extent to which men are engaged in directly or indirectly 
increasing the goods which the general public uses. But many work- 
ers pursue employments which do not increase and often decrease the 
amount of goods which reaches the public. Actual destruction of com- 
modities is rare but men are hired to lobby for protective tariffs, to 
organize and defend monopolies, to help them charge unjustifiably 
high rates, to harass competitors and to interfere with their sales. 
Efforts to reduce the utility of articles are closely akin to actual de- 
struction. Of this sort are attempts to create conventional limita- 
tions upon the use of goods or to render them obsolete by populariz- 
ing new styles. Much labor is spent, not upon creating goods for 
consumers to purchase, but upon controlling their expenditures.’ 
Finally, there are the men employed to keep down wages. These in- 
clude detectives and others hired to prevent the organization of 
unions or to break them up, welfare workers to keep men content 
with low wages, expert bargainers to negotiate with trade unions, 
labor agents, runners, and others used to get a supply of laborers. 
For example, an increase in the marginal productivity of agents sent 
into Europe or Mexico to stimulate a flow of labor to this country 
would scarcely tend to raise real wages here and, unless emigration 
tended to reduce population abroad, not even there. All of which in- 
dicates that marginal productivity falls far short of explaining the 
level of real wages. Depending upon circumstances, an increase in 
the marginal productivity of labor may increase or decrease real 
wages. 

An important aspect of the buying and selling of labor is the 

* The supply of goods is not reduced but increased for the service of throw- 


ing spice into the sea is a good. But it is not a good which reaches the general 
public and which the public consumes. 


“It is conceivable, however, that under some circumstances real wages 
might be increased. 


* The efforts of business enterprises to control the choices of consumers may 
result in buyers getting a greater return for their money. To the extent that this 
is true these efforts tend to raise real wages. 
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effectiveness of competitive exchange as a device for compensating 
differences in individual efficiency. Variations in efficiency are so 
great that a serious question of social justice is involved. In addition 
there is raised the whole problem of the efficacy of competitive ex- 
change as a device for eliciting the cordial co-operation of wage earn- 
ers in production. Unless competitive exchange results in accurate 
adjustment of compensation to performance, other means must be 
relied upon to gain the co-operation of workers. 

As a matter of fact, there appears to be no close relationship be- 
tween efficiency and rewards. The frequent impossibility of precisely 
measuring individual performance—at least without great expense— 
makes the accurate adjustment of rewards to efficiency often impos- 
sible. Furthermore, under existing economic arrangements that which 
is directly and immediately rewarded is not working efficiency but 
bargaining ability. The man who is good only at working and not at 
selling his services is likely to be underpaid. Wages are frequently 
determined not by efficiency but by the ease or difficulty of holding 
different men. Young men, because they find jobs relatively easy to 
get and have no families or only small ones, are likely to fear losing 
their places less than older men. Hence they may receive more but 
be worth less than older men who, because they find discharge a more 
serious matter, are especially industrious and painstaking. Finally, 
executives sometimes have no interest in rewarding efficiency or even 
have a positive interest in not doing so. The better a man is at a job, 
for example, the more convenient it may be for the foreman not to 
promote him. 

The section on the worker’s relation to the market would be a 
logical place to discuss some causes of the great hostility between the 
buyers and sellers of labor. The price at which the worker sells his 
services is of extraordinary importance to him because his entire in- 
come for a considerable period depends upon it. He has nothing but 
his labor to sell and his wage, once fixed, continues for some time. 
Most business enterprises sell several products. Even if they make 
but one, they sell it to many customers and at prices which usually 
apply only to the particular order and not to all orders from all cus- 
tomers over a considerable period. The workman is in a position 
analogous to that of a manufacturer who sells to a single customer 
his entire output at a price which shall hold for some time. When 
the price is of such peculiar importance, naturally the wage earner is 
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disposed to struggle stubbornly for an extra cent or two per hour. 
Another reason why he strives so insistently for higher wages is the 
peculiar relationship which exists between his earnings and his needs. 
The professional or business man usually reaches his greatest earning 
capacity after his fiftieth year. As his family grows and as his chil- 
dren become older, his expenses increase but so also does his income. 
Most manual workers, however, reach their maximum earning ca- 
pacity by thirty or sooner. Their family expenses continue to ad- 
vance after their wages have become stationary. The worker who had 
a comfortable margin over expenses when married finds himself ten 
years later with only slightly greater income and much greater ex- 
penses. Naturally he feels acutely the need for higher compensation. 
Finally, there is the influence of advertising and salesmanship. Busi- 
ness men would be surprised to learn that they spend hundreds of 
millions each year fomenting industrial unrest. This, however, is 
precisely what they are doing, when, by advertising and salesmanship, 
they cause wage earners to desire things for which they previously 
have had no particular wish. 

Several factors make the employer particularly loath to grant 
wage increases. If he pays more for lubricating oil, he does not ex- 
pect that, because of this, sellers of coal, lumber, or steel will expect 
more for their products. If, however, he raises one occupation, his 
other workers expect a similar increase and, if he fails to grant it, are 
likely to retaliate in many insidious ways and even by open opposi- 
tion. Furthermore, wages cannot ordinarily be reduced without seri- 
ous friction and loss of good will. Consequently employers are dis- 
posed to regard wage increases as more or less permanent fixed 
charges. Naturally they are exceedingly reluctant to shoulder such bur- 
dens.** Finally, should be mentioned that in these days of rapid turn- 
over many businesses operate upon extremely small margins. Hence 
moderate advances in wages make serious inroads upon profits. As- 
sume that the annual sales of an enterprise are $200,000 and its ex- 
penses $180,000, of which half, $90,000, is for wages. Under these 


* An analogy may be drawn between the influences tending to keep down 
wages and those tending to hold down long time interest rates. The demand for 
long-time loans is elastic because borrowers dislike to commit themselves to a 
high interest rate for an extended period. When an employer raises wages he is 
shouldering, not a legally fixed charge, but one which can be diminished only at 
the cost of much good will and possibly not without a strike or lockout. 
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circumstances a 10 per cent increase in wages would cut profits almost 
in two. 
V 

The section entitled “Security and Risk” is the best brief survey 
of the topic with which the reviewer is acquainted. Unfortunately 
there is no adequate analysis of the efficacy of competitive exchange 
as a device for preventing or compensating industrial risks. As a 
result the section lacks a theoretical foundation—something which it 
greatly needs. The excellent discussion of the causes of accidents 
might well have emphasized the relative importance of carelessness on 
the part of workers which experience with accident prevention has 
shown to be by far the most important cause of all. The discussion 
of the common law and accidents would be more illuminating if it 
explained why the much-criticized exceptions to the rule of em- 
ployer’s liability grew up. Primitive law imposed liability where 
there was no fault, but as law developed, courts tended to make lia- 
bility depend upon fault. The fellow-servant rule and the doctrines 
of contributory negligence, assumption of risk, and burden of occu- 
pational risk—the last of which, by the way, escapes the attention of 
the authors—were simply steps in the general movement to eliminate 
liability where fault does not exist. The essential question raised by 
workmen’s compensation laws is whether or not it is sound policy to 
revert to the primitive rule of basing liability upon status. But why 
an employer who is not at fault should be compelled to compensate 
a man who is injured solely through his own carelessness is not 
discussed. In comparing state funds and commercial underwriters 
no mention is made of the greater likelihood of underpayment when 
insurance is supplied by commercial companies. State funds also 
avoid serious difficulties which arise in providing medical aid when 
commercial underwriters pay the physicians. 

The discussion of unemployment might have pointed out that 
the reserve of labor is caused in part by the fact that wage earners, 
in deciding between alternative employments, are guided too much 
by daily or hourly earnings and too little by annual income. In the 
absence of information on the average steadiness of employment in 
different plants, job seekers, of course, find it almost impossible to 
take account of yearly earnings. This enables industries which oper- 
ate irregularly to maintain reserves of intermittently employed work- 
ers by offering an inadequate differential over the rate in steadier em- 
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ployments. If it cost more to hold a labor reserve, industry would 
increase its efforts to regularize employment. Trade union wage policy 
frequently contributes to unemployment. By pushing daily wages 
above the competitive level, unions attract too many men into the 
occupation and the workers lose in unemployment what they gain 
in high wages per day or hour. The efforts of the mine workers and of 
some unions in the building trades to improve conditions have been 
largely counteracted by the tendency of high wages to create a sur- 
plus of labor in those occupations. Sometimes, as in the case of the 
mine workers, peculiar characteristics of the union wage scale keep an 
excessive number in the industry. 

The selection, from the writings of Professor Commons, on un- 
employment insurance as a means of controlling the business cycle 
will arouse some dissent. Professor Commons argues that if each em- 
ployee imposes upon his employer a contingent liability to pay unem- 
ployment benefits, banks will be less willing to advance the credit 
needed to finance enlargement of forces, and the overexpansion of 
business which results in crisis and depression will be checked. This 
reasoning assumes that the expansion of credit which results in en- 
largement of forces and a consequent increase in production is re- 
sponsible for the collapse of prosperity. Students of the business 
cycle, however, incline strongly to the opinion that this form of credit 
expansion does not cause trouble. The undermining of prosperity is 
attributed to extensions of credit which make possible, not greater 
production, but merely bidding up the prices of existing output. In 
so far as unemployment insurance discourages the pyramiding of 
prices by preventing employers from bidding up wages after there 
are no more men to be put to work, it might be regarded by some 
students as a check on inflation and hence as a means of reducing the 
severity of the business cycle. Professor Commons, however, does not 
state his argument in these terms and even if he did it would arouse 
vigorous dissent from an influential school which attributes the col- 
lapse of prosperity primarily to the expenditure of an insufficient 
proportion of the total social income for consumers’ goods. For this 
alleged situation, the lag of wages behind other prices is held largely 
responsible. Were unemployment insurance to make it more difficult 
for employers in boom times to bid up wages, it would, according to 
this theory, accentuate rather than reduce the severity of the busi- 
ness cycle. And quite regardless of the effect of unemployment in- 
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surance upon wages during times of prosperity, it might intensify the 
fluctuations of business by encouraging the tendency during boom 
times to bid up the prices of capital goods too high in relation to the 
prices of consumers goods. During prosperous periods the premiums 
collected would exceed the benefits paid. The surplus would un- 
doubtedly be put into high-grade securities. This would increase the 
funds available for capital investment, retard the tendency of interest 
rates to rise, and stimulate the purchase of capital goods at excessive 
prices. 

Equally conjectural is the effect of unemployment insurance upon 
depression. Probably the benefits paid to jobless men would bolster 
up demand for consumers goods and thus tend to reduce the severity 
of the depression. But there are offsetting factors which make the 
net effect upon demand uncertain. At present many of the unem- 
ployed are carried by credits from retailers or loans from friends, 
relatives, or pawnbrokers. If they received unemployment benefits 
they might pay cash to a greater extent or borrow less. This might 
mean that the friends and relatives would buy more but it is likely 
to mean that they would save more. In addition, unless the insurance 
scheme is carefully drawn it may stimulate employers to lay off men 
who are now kept on simply for humanitarian reasons. Finally, em- 
ployers may be led by the cost of insurance to make more drastic 
wage reductions than they otherwise would. 

The effect of unemployment insurance upon business sentiment 
during periods of depression is of great importance. The necessity of 
paying premiums would tend to keep up costs, enhance losses, retard 
payment of debts by business enterprises, increase failures, and 
deepen pessimism. The excess of benefit disbursements over premium 
collections during periods of depression would necessitate the sale of 
securities accumulated during boom times. This would tend to de- 
press security prices and retard liquidation of indebtedness by reduc- 
ing the ability of debtors to discharge their obligations through sale 
of stocks and bonds.** The increase in the demand for consumers 
goods might more than counteract these adverse factors but this is by 
no means certain. Possibly a plan which provided for meeting the 

“To some extent this tendency might be offset by the increase in saving 
which, as noted above, unemployment insurance might bring about during peri- 
ods of depression. In so far as insurance enabled buyers to pay cash instead of 


purchasing from retailers on charge accounts, it would accelerate the process of 
discharging debts. 
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cost of insurance during periods of prosperity only and the suspension 
of premiums—but not benefits—during periods of depression, might 
reduce the severity of depressions. Such a system, however, would 
probably require substantial contributions from the state—a feature 
to which Professor Commons objects. If some theories of the busi- 
ness cycle are true, apparently the best form of insurance would in- 
volve some contributions from the state raised by taxes upon excess 
profits and no contributions from employers during periods of de- 
pression. But clearly until substantially more is known about the 
business cycle, the effect of unemployment insurance upon prosperity 
and depression must remain a matter of doubt. 


VI 

The last three sections, on the approach to the labor problem of 
workers, employers, and the community, are, next to the psychological 
introduction, the least satisfactory in the book. Scattered through 
them are many excellent readings but the general analysis of the sub- 
jects which has guided the authors in selecting materials appears to 
have been less penetrating than in the case of other sections. 

The section on the workers’ approach deals with three things: 
trade unions, consumers’ co-operatives, and labor parties. Yet most 
workers are members of none of these. It is not to be presumed, how- 
ever, that, because most wage earners are unorganized, they make no 
effort to cope with their problems. They do, and since they have dif- 
ficulty in discriminating between employers before they accept jobs, 
the method that they use is to resign when they find the treatment or 
conditions not to their liking. Not all workmen, of course, are in a 
position to quit when dissatisfied, but enough are to create a social 
force of great power. Labor turnover has been called the unorganized 
man’s strike. This is not entirely accurate usage, for “turnover” in- 
cludes more than resignations. The statement, however, brings cut 
an important truth, namely that the large number of resignations 
which daily occur in industry are a powerful method of social control, 
a device by which workers protect themselves against oppressive 
treatment and hard conditions. This method of control depends for 
its efficacy upon employers’ realizing both the extent and the cost of 
resignations. For this reason it failed until recently to exert much 
effect. During the last decade, however, it is probable that resigna- 
tions have done as much as unions to improve the conditions of work- 
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ers. And there is every indication that their influence will continue 
to be great. 

The analysis of trade unions suffers for want of a satisfactory 
account of why labor has organized and how the American labor 
movement has acquired its outstanding characteristics. Disparity in 
bargaining power between workers and employers to which John 
Mitchell attributed the origin of unions is only one element in the 
situation which produces them. The reading by Professor Commons 
on the conditions which have molded unionism in this country has 
important merits but is seriously incomplete. The outstanding char- 
acteristics of American unionism which need to be accounted for are 
(1) its limited extent, (2) its conservative aims and opportunist 
policy, (3) its reliance upon economic rather than political methods. 
The extract from the writing of Professor Commons is not, of course, 
a complete statement of his position. It emphasizes the effects of free 
land, the expansion of markets, and the business cycle. Of sub- 
stantially equal influence, however, are immigration, the extra- 
ordinarily dynamic character of American industry, the personnel 
management movement, the predominance of competitive rather than 
customary standards of living among workers, the comparatively 
small number of non-agricultural wage earners, the nature of our 
political institutions, and the peculiar importance of sectional issues 
in our history. Indeed, in the reviewer’s opinion, more characteristics 
of our labor movement can be explained in part or entirety by immi- 
gration than by any other circumstance. 

The ways in which these things have influenced the American 
labor movement are surprisingly numerous. Free land, the dynamic 
character of industry, personnel administration, and immigration 
have, in many respects, produced similar effects. But this, of course, 
is not entirely true. One way in which the first three have retarded 
the labor movement is by depriving it of leaders. Nowhere has it been 
easier for talented and energetic men to rise out of the working class.*® 


* Contrary to popular impression the opportunity appears to be better now 
than formerly. According to Hansen’s figures, reproduced in The Worker in 
Modern Economic Society, p. 179, the professional and lower salaried classes and 
the proprietors and officials constituted, in 1870, 10.4 per cent of the gainfully 
employed and the industrial—i.e. non-agricultural—wage earners, 26.6 per cent. 
In 1920 the corresponding figures were 23.8 per cent and 42.4 per cent. In other 
words, in 1870 there were 2.56 industrial wage earners for every person falling in 
the group of proprietors, officials, professional men, and lower salaried employees, 
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Consequently our unions have suffered severely for want of able lead- 
ers. Immigration, however, has helped to supply the need. It has 
brought men of great ability who have been prevented, by difficulties 
of language or by philosophies acquired in Europe, from holding 
managerial or political positions. The remarkably strong unionism in 
the needle trades is attributable in no small degree to the leadership 
of exceptionally able men who, had they been born here, would 
probably not have remained in the working class. 

The effect of some conditions upon the labor movement lasts 
long after the conditions themselves have passed away. Because most 
immigrants were unskilled in non-agricultural pursuits, managers de- 
veloped a technique adapted to unskilled men. Immigration has 
diminished but this technique remains. It is now the cause instead 
of the result of our workers’ being unskilled or semi-skilled and it is, 
therefore, an obstacle to the spread of unionism. Long after immi- 
gration has ceased to be important the technique which it so largely 
produced will impede the organization of labor. 

Professor Commons points out that unionism has been stimulated 
by the development of a national market. But the national market 
itself in several respects hampers organization. It is responsible in 
part for the technique which keeps so many of our workers in the 
semi-skilled class. Because the market is often larger than can be 
' economically served by one plant, many enterprises have several. 
But such firms are extremely difficult to unionize. Hence a large part 
of industry appears to be relatively secure against the inroads of 
unionism for many years to come. 

An important force impelling American wage earners to organize 
is the competitive standard of living which prevails among them to 
such an exceptional degree. The reasons for this situation are numer- 


but in 1920 only 1.78. The opportunity to become a farmer is not, of course, as 
good as it once was. This, however, is not an occupation which appeals to most 
city workers. Since the farmers, farm laborers, and servants are relatively less 
numerous than formerly, industrial wage earners who seek to enter the profes- 
sions or to obtain managerial positions have less competition than they once did 
from the sons of farmers. The effect which good opportunities to rise out of the 
working class have upon the leadership of the labor movement and hence upon 
the labor movement itself is not likely to be overestimated. As perfected personnel 
practice improves the ability of employers to pick out from their forces men of 
talent for managerial positions, the labor movement is likely to suffer even more 
acutely for want of able leaders. 
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ous. An important one is the fact that wage earners here earn enough 
to be profitable targets for the aggressive selling methods of American 
business. By their skill in arousing new wants, our marketing ex- 
perts keep laborers perpetually dissatisfied with their pay. 

The chapter on independent political action might well have dis- 
cussed why American workers have used this method so little and 
whether they are likely to use -_ in the future. The principal obstacles 
to a labor party have probably been the fewness of wage earners in 
relation to the total population, the fact that many of them have been 
foreigners who have not understood our language and institutions and 
who have been divided among themselves by language, religion, and 
traditional enmities. Our political institutions—the federal system, 
the checks and balances, and absence of responsible party govern- 
ment—have also been an impediment. The last of these deserves 
special notice. Strict party government with a responsible cabinet 
subjected to organized criticism enables small but well-led groups to 
exercise substantial influence and thus encourages them to enter poli- 
tics. Not only can they exert considerable effect through criticism 
even when in opposition, but they are often able to get representation 
in the cabinet. This is true even under the two-party system. Final- 
ly, the fact that the country has been settled by a rather steady west- 
ward movement has accentuated the importance of sectional rather 
than class disputes and has helped sectional issues to win out in com- 
petition for public attention. The tariff, railroads, and money, the 
principal economic issues in American politics since the Civil War, 
have been largely sectional conflicts. The tariff especially has split 
the labor vote. So strongly have some trades desired protection that 
they have supported high tariff candidates regardless of everything 
else. 

The likelihood of independent political action in the future is ex- 
tremely uncertain. Some obstacles to it are disappearing. But such 
action seems to require stronger class feeling than economic action, 
and class feeling in America is still weak. Business men are becoming 
aware of their interest in keeping workmen fairly well satisfied and 
it looks as if they might succeed. As the direction of enterprises 
passes to professionally trained men, this policy is likely to be pur- 
sued more vigorously and skillfully. Finally, as long as prosperity 
depends so much on business sentiment and business sentiment is so 
sensitive to the prospect of radical success, a labor party will experi- 
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ence extraordinary difficulty in commanding the support of wage 
earners so opportunist as our own. The workers, fearing that radical 
victory threatens their tomorrow’s bread and butter, support the con- 
servative candidates. 

The section on the employer’s approach to the labor problem 
touches on employers’ associations, employee representation, methods 
of wage payment, and profit sharing. Except as employee representa- 
tion may be regarded as a part of it, specialized personnel administra- 
tion is not discussed. Yet it is undoubtedly the most significant de- 
velopment in industrial relations in this country in several decades. 
In fact, next to unionism it is the most important phenomenon in the 
field of industrial relations. Many American employers, confronted 
with the disappearance of a docile and abundant labor supply, have 
decided that they need the good will of their workers and have set 
about getting it with the same determination and lavish expenditure 
which they use in capturing the good will of the consumer. They have 
hired elaborate staffs of experts who devote themselves exclusively to 
labor policies and who are rapidly creating a technique of handling 
men. Against really competent personnel administration the tradi- 
tional tactics of organized labor and its time-honored war cries of 
higher wages, shorter hours, and better conditions seem largely impo- 
tent. If unions are to make much headway against good management, 
it would appear necessary for them to do two principal things: first, 
develop an appeal to workmen, such as an anti-paternalism appeal, 
which will create dissatisfaction even with good management; and, 
second, lessen the intense opposition of employers to labor organiza- 
tions by modifying traditional union policies toward output and costs. 

The book ends with several chapters on the public’s approach to 
the labor problem. They deal with protective legislation, the atti- 
tude of the courts toward organized labor, and legislation for facilitat- 
ing the adjustment of industrial disputes. More space could have been 
advantageously devoted to how the various laws and devices really 
work and less to court opinions and summaries of laws. There is, 
however, a good account of the operation of the Canadian Industrial 
Disputes Act, a less adequate description of New Zealand’s experi- 
ence with compulsory arbitration, and an excellent analysis of the 
problem of administering minimum-wage laws. 

The exposition of the attitude of courts toward union activities 
suffers because it fails to set forth the essential element in the legal 
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situation which is the key to an understanding of most of the decisions. 
When a group of merchants or manufacturers, large enough to control 
the market, unites to raise the price of a product, they are held to be a 
combination in restraint of trade, contrary to public policy at common 
law and in violation of most anti-trust statutes. When a group of 
wage-earners, sufficient to control the market, unite and raise the price 
of their labor, they are not, on account of their very act, held to bea 
combination in restraint of trade. Because the law grants workmen 
extraordinary freedom to unite, courts view combinations of laborers 
with great suspicion and go to what often seem unreasonable lengths 
in imposing restrictions upon union activities.** Court decisions on 
picketing, intimidation, sympathetic strikes, strikes for the closed 
shop, which to the economist frequentiy seem scarcely short of gro- 
tesque, can be understood only in the light of the fact that the legality 
of unions is itself a legal anomaly. 

The description of New Zealand’s experience with compulsory 
arbitration makes no reference to the fact that when men are pro- 
hibited from striking off the job they are likely to acquire the habit 
of striking on the job. In the New Zealand coal mines the “go 
slow” strike has been used with effectiveness more than once. Sev- 
eral years ago the tramwaymen of Christchurch and Wellington won 
their demands by strictly observing the rules and ordinances gov- 
erning operation of the cars. The New Zealand miners have also de- 
veloped the “irritation strike,” a series of unauthorized, short stop- 
pages at frequent intervals. Even when compulsory arbitration brings 
industrial peace, it is likely to do so at the expense of good will. For 
arbitration means litigation—it would foster understanding of the 
method if it were called “litigation” instead of “arbitration”—and it 
is well known how litigants usually feel toward one another. The 
difficulty is accentuated by the fact that the union leaders are free to 
denounce the arbitration awards to their people—and the exigencies 
of union politics usually cause them to do so.1* Hence, whether arbi- 


* Courts seem to overlook the fact that the exceptional freedom of workmen 
to combine in selling their labor is counterbalanced by an equally extraordinary 
freedom of employers to combine in order to control the terms on which labor is 
purchased—a freedom which far transcends the right of the same employers to 
unite for the purpose of fixing their selling prices. 

*™ When an agreement is made by negotiation, however, the union leaders 
must defend it. They negotiated and signed it. Political considerations compel 
them to encourage the rank and file to approve their action. 
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tration diminishes strikes or not, it fosters a spirit which makes co- 
operation between men and management difficult to establish. New 
South Wales, after twenty-five years of arbitration, is endeavoring, 
with limited success, to develop conciliation. It should be noted that 
many successful arbitrators have been such in name only. Actually 
they have been conciliators who have engaged in a process which they 
called arbitration but which was essentially mediation. 


VII 

This review has concerned itself largely with differences between 
the authors’ picture of the workman in modern industry and that 
which the reviewer would draw. Hence it might be inferred that the 
reviewer finds the book unsatisfactory. This, however, is far from 
true. Important differences are almost certain to exist between the 
descriptions of the wage-earner’s situation which any two students of 
labor problems might give. And whether or not one agrees in nearly 
all respects with the picture in the book, one must concede that the 
authors have selected material which is suggestive and thought-pro- 
voking and especially that they have made a distinct advance over 
most works in interpreting labor conditions in terms of basic causes. 
Indeed, among the books which essay to depict the general situation 


of the American non-agricultural wage earner this work has, with the 
exception of Fitch’s The Causes of Industrial Unrest, no serious rival. 
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Principles of Investment. By JoHN EMMETT KirsHMAN. Chi- 
cago and New York: A. W. Shaw Company, 1924. Pp. 


xxii-++-902. $5.00. 

In these days when so many mediocre books on applied finance 
are being issued it is refreshing to read a volume as well-organized 
and carefully compiled as Professor Kirshman’s Principles of Invest- 
ments. 

This work, which sets forth the underlying principles of invest- 
ment, is divided into five parts: (1) the economic basis of invest- 
ment; (2) the elements of credit; (3) the field of investment; (4) the 
movement of security prices and (5) investment policy. 

Part I deals with the elementary concepts: the demand and sup- 
ply of capital (the treatment of this topic is largely made up of cen- 
sus compilations), the theories of capital, interest, and profits and 
the price of securities. The theoretical discussion in chapters iv and 
ix seems somewhat afield from the general subject-matter of the text. 
The author, in this group of chapters also, as throughout the book, 
devotes a very considerable space to statistical compilations and his- 
torical discussion. While much of this historical material is extremely 
interesting, in a number of places it seems to have no very direct bear- 
ing upon interpreting present-day security values. In other places the 
interpretative and analytical phases have been sacrified to the his- 
torical. 

Many readers will no doubt take exception to Professor Kirsh- 
man’s distinction between speculation and investment. The distinc- 
tion is more important than one of mere terminology, for it dominates 
the interpretation and application of investment principles through- 
out the book. For illustration, in comparing speculation and invest- 
ment the author states: “The difference between investment and 
speculation does not lie basically in the qualities of the securities 
themselves, but it is a matter of motive” (p. 13). No one will deny 
that it is often difficult to apply the well-known and long-accepted 
distinction between investment and speculation, and there are border- 
line cases which can be made the subject of much argument. But this 
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is true in any of the fields of applied economics. Again, Professor 
Kirshman states, “There is no such thing as an absolute, roo per 
cent safety in investment” (p. 15). No one would deny this state- 
ment, but does it refute the existence of a distinction between the 
two fields? In the two following statements, also, there is implicit the 
previous contention that “motive” controls, and not the character of 
the security: “. . . . investment may be defined as the commitment 
of funds to an economic undertaking” (p. 16); at another point, 
“The same is true of investments for the exploitation of new mineral 
or oil resources.” In the first one or two instances one might attribute 
this difference to a difference in terminology, but the author empha- 
sizes this difference so often that these statements must be accepted 
at their face value. He does, however, in his discussion of contractual 
credit (p. 205) seem somewhat to reject this early loose interpreta- 
tion. 

It is extremely doubtful whether the motive of an Iowa farmer, 
unless he has a complete understanding of risks, can ever be said to 
determine whether his purchase of a first-mortgage bond of the Cleve- 
land Railway Company or a municipal bond of Brookline, Massa- 
chusetts, is an investment or a speculation. To the reviewer this rea- 
soning seems a failure to recognize that variations in result always 
exist in the practical application of the principle. 

Again, the author in a number of places seemingly sets up a straw 
man for the purpose of knocking it down. For example: “Economists 
(p. 127) speak of the ‘rate of interest’ as if there were a single rate 
over the entire investment field, etc.” Yet he states later: “The term 
may also mean a general average, etc.” I doubt that any economist 
would make such a claim. He must necessarily, in discussing general 
principles, speak of the “rate of interest” in this manner, but in appli- 
cation he would never be guilty of such a grievous error. 

In a few cases the author fails to apply the principles of invest- 
ment he himself lays down. For example, on page 116 he gives a brief 
but very excellent explanation of the influence of marketability on 
yields and prices of securities. Yet on the previous page he states that 
“Tgnorance and prejudice are the chief causes for this disparity in 
yield,” i. e., between farm mortgage and real-estate bonds, and rail- 
roads and public utilities. Assuming the same degree of security for 
these securities (for a comparison would not be equitable on any 
other basis) such a statement could have no defense. Again, after a 
previous evident reference to interest as a bond yield, the two follow- 
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ing statements appear in succeeding paragraphs: “The rate of inter- 
est is a pure derivative It can have no fundamental influ- 
ence whatever on the prices of securities.”” A statement in the suc- 
ceeding paragraph is as follows: “Securities bearing little or no risk 
are most influenced by changing rates.” This would be at least con- 
fusing to the uninitiated. 

The form and arrangement of the material in Part II is new, 
though the content of these seven chapters will be found in other 
texts in another form. The chapters on investment risk and good 
faith, for example, are generally included in chapters on general prin- 
ciples of investment. The content of these chapters is considerably 
elaborated as compared with the work of any previous writer. In the 
discussion of contract risk, one chapter is given over to a brief discus- 
sion of the characteristics of a contract, followed by an interpreta- 
tion of the contract features in an individual mortgage and in the 
corporate mortgage. The second chapter, on contract risk, is for the 
greater part an explanation of a few types of stocks and bonds. The 
chapters on assets and income risk is a summary statement on analy- 
sis of the items of a corporation report. The final chapter of this 
group is a brief explanation of the rating method of a few well-known 
agencies. 

Part III, on the “Field of Investments” treats of the more impor- 
tant classes of securities. Throughout these chapters is included a 
very considerable amount of historical and statistical data. In the 
method of the treatment of civil obligations there is necessarily a good 
deal of repetition. The author’s best treatment is of the legal aspects 
of civil obligations. Some of the statements pertaining to the causes 
influencing the price-swings of civil obligations are open to question. 
The author rather commends the large increase in municipal issues of 
recent years, which most recent writers have been inclined to criticize. 
Except for the increase in street bonds, the change in emphasis of 
civil obligations (pp. 295-396) is not convincing. School bonds for 
a number of years have held a dominant position as to the total 
amount of issues. 

Of the two chapters devoted to railroad securities, twenty-six 
pages in the first chapter are devoted to the historical development of 
regulation, and eight pages to the analysis of physical factors and 
property of the railroad. Somewhat less is given in the second chap- 
ter to an analysis of railroad income. In the discussion of markets the 
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author does not always distinguish between the influence on the 
price of railroad securities of changing price-level and internal condi- 
tions. Also, it must be borne in mind that the market for all securities 
has relatively increased with the rank and file of investors, and this 
new form of distribution cannot be argued as a form of evidence that 
indicates a greater weakness in railroads than formerly. The chapters 
on utilities discusses utilities as a whole rather than the particular 
classes of utilities, as gas, street railway, etc. 

The first half of the first chapter on utilities contains an excellent 
summary and scope of the different types of utilities. The second half 
deals with the problems of regulation, valuation, depreciation, and 
rate of return and again is a good summary of these controversial ques- 
tions. The second chapter treats of utility financial operations more 
from the historical aspect than the analytical. 

The chapter on industrial securities is more descriptive than 
analytical. The chapter on real-estate securities includes real-estate 
mortgages and bonds (urban) and farm mortgages as well as federal 
farm-financing. This chapter, because of the number of things in- 
cluded, is badly organized. If the author intends (in his statement on 
page 663) to imply that leasehold mortgage bonds are frequently used 
in city real-estate financing, he is in error. Under certain limited con- 
ditions this type of instrument is highly desirable—more often it is 
subject to severe criticism. 

In Part IV, on the “Nature and Significance of Price Move- 
ments,” the writer follows his previous practice of including a very 
large space to historical material. This is, however, quite essential in 
these chapters. Much of this material and the present interpretation 
of it is of a controversial character which the author recognizes. Con- 
siderable attention is given to the Dow theory, though the main theo- 
retical discussion is concerned with the relation of monetary and 
credit conditions to the security market. One chapter each is given 
to the historical exposition of the “Great Cycles in Bonds and Stocks,” 
“Major Cycles in Stocks and Bonds,” and “Minor Cycles and Specu- 
lation.” 

Part V, on “Investment Policy,” is largely a restatement and 
application of the principles of investment to an individual’s invest- 
ments, together with some general advice to investors. In this discus- 
sion the concept of diversification is loosely used. In the chapter on 
institutional investments, liquidity and tenure receive main emphasis. 





BOOK REVIEWS AND NOTICES 129 


The problems which distinctly concern institutional investment poli- 
cies are not, however, even mentioned. Consequently, it is doubtful 
whether this chapter justifies itself in its present form. 
W. E. LAGERQUIST 
NORTHWESTERN UNIVERSITY 


Railway Amalgamation in Great Britain. By W. E. SIMNETT. 
London: The Railway Gazette Co., 1923. Pp. 276. 


The writer of this volume was a member of the Railways Amal- 
gamation Tribunal and a former director of the Ministry of Trans- 
port, so that by actual participation he has had the opportunity of be- 
coming thoroughly familiar with this latest railway development in 
the United Kingdom. The first half of the volume is descriptive and 
the last half documentary. 

In the descriptive portion of the work the background of the 
amalgamation movement is considered in chapter i. This is traced as 
a more-or-less continuous process which began in 1844 with the for- 
mation of the nucleus of the Midland Railway System. Amalgama- 
tion was the order of the day, for as George Stephenson said, “Where 
combination is possible, competition is impossible.” Successive par- 
liamentary committees took different views, some permitting and 
others refusing amalgamation. The whole trend of railway develop- 
ment was toward pooling, working agreements, and consolidations as 
means of avoiding wasteful competition. In the last quarter of the 
larger systems continued to build up by absorption, so that by 1900 
there were the fourteen “great” companies, practically as they were 
century most of the obvious amalgamations had been effected, but 
at the outbreak of the war. 

Although Parliament at times was afraid of amalgamation, it 
never definitely condemned it. In 1909 a bill to authorize a close 
working union among three large railways was introduced into Parlia- 
ment, and the last of the special committee to deal with amalgama- 
tion was constituted. Its report in 1911 stated that the small amount 
of competition among the companies was not necessarily of public 
advantage, and that both the railways and the public would gain by 
properly regulated extension of co-operation. Up to 1914, therefore, 
the government had no definite policy toward combination of railway 
companies. 

Toward the close of the war a special committee, appointed in 
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1918 to consider the post-war transport problems, urged that the rail- 
way system should be unified under suitable safeguards, whether the 
ownership were to be in public or private hands. This unification 
proposal followed naturally upon the pre-war trend toward amalga- 
mation, the report of the committee of 1911 on amalgamation, and 
the benefits of united action during the war under government con- 
trol. In 1919 the Ministry of Transport was established and intrusted 
with the control of the railways for two years, during which a future 
policy regarding them might be evolved. Finally, arrangements were 
made for the grouping of the railways into six (later reduced to four) 
systems, and by extended conferences of the railway companies, 
the railway labor unions, the government, and the trading interests, 
the details were worked out and were embodied in the Railways Act 
of 1921, which the author states marks “a decisive turning-point in 
the relations of the railways and the state,” and “will probably prove 

. to be the most constructive measure of domestic legislation 
placed on the statute book during the post-war period.” An analysis 
is given (chap. iii) of this important act, Part I being devoted to the 
railway grouping, Part II to the system of regulation, Part III to rail- 
way charges, Part IV to wages and conditions of service, and Parts V 
and VI to a variety of matters, such as new forms of accounts and 
statistics. 

Chapters iv, v, and vi deal with the work of the Railways Amal- 
gamation Tribunal, constituted to direct the reorganization, which 
had two functions: first, the allocation of the government compensa- 
tion money among the railways to make their returns, which had been 
depleted by high operating costs during the war, equal to the standard 
of 1913 (chap. vi); and second, the amalgamation of the railways, 
most of which were entered into voluntarily by the companies (chap. 
iv), but some of which were prepared and settled by the Tribunal 
(chap. v). In less than two years “a veritable revolution had been 
effected” in the constitution of the transportation system, and full 
credit is given to the railway companies for their constructive colla- 
boration with the Tribunal. 

Chapter vii is devoted to a description of the new railway sys- 
tems, the “Big Four,” which include most of the railways. Their 
traffic possibilities and the territory covered by each make compari- 
son possible. Some immediate economies were obtained by this group- 
ing, such as a greater measure of co-operation between the railways 
and their patrons, and better connections and through booking facili- 
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ties. Other economies can only be obtained as a result of experience. 
Especially noteworthy is the elimination of duplication in service and 
repair establishments, the standardization of equipment, and the com- 
mon use of rolling stock. There is also a marked tendency to substi- 
tute the “divisional” organization of the railways of the United States 
and Canada for the previous “departmental” organization. 

Chapter viii gives a brief account of the post-war amalgamation 
or consolidation movement in other countries, such as Belgium, 
France, Germany, Ireland, and India; and because the railway prob- 
lem in the United States bears a close resemblance to that in Great 
Britain, a fuller consideration is given to the United States policy of 
grouping the railways into large systems. 

In chapter ix the author states his dissent from those who think 
that if a further step in amalgamation is taken the outcome will be 
nationalization. He believes that government ownership and opera- 
tion would not be economically expedient. His view is that should 
the four groups be finally united through the acquisition of their 
stocks by the state, the board of directors of the unified system would 
probably be entirely independent of political influence and would be 
representative of the principal interests concerned, including the rail- 
way staffs of all grades as well as the patrons of the roads. Ownership 
invariably means control, and how the state could own the railways 
and have them managed economically by such a diverse and independ- 
ent board of directors he does not endeavor to elaborate. Perhaps we 
may say, “Sufficient unto the day is the evil thereof.” 

The second part of the volume is composed of a series of ap- 
pendixes giving the most important parts of the Railways Act of 
1921, a list of amalgamation and absorption schemes with the finan- 
cial conditions under which they have been effected, maps indicating 
clearly the grouping scheme, the allocation of the railway compensa- 
tion fund, etc., which are of great value in furnishing the details of 
this “revolution” in the transport system of the United Kingdom. A 
short but carefully selected bibliography and an adequate index com- 
plete the volume. 

The author has handled a difficult and complex subject with great 
clearness, so that the amalgamation movement in its broad outlines 
stands out very distinctly. He has treated the critical post-war period 
of British railway development with a lucidity, accuracy, and care- 
fulness which are admirable. In comparison, the few errors scarcely 
merit mention; the only error of fact seems to occur on page 120, in 
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the last part of the first paragraph. Some of the later difficulties in 
this amalgamation movement, which could not be foreseen at the time 
this work was written, are now coming to light, but these need not 
concern us here. 
W. T. JACKMAN 
UNIVERSITY OF TORONTO 


W orkmen’s Compensation Insurance. By G. F. MICHELBACHER 
AND THomas M. Niat. New York: McGraw-Hill Book 
Co., 1925. Pp. xi+503. $4.00. 

Workmen’s Compensation Insurance Including Employers’ Lia- 
bility Insurance, by Michelbacher and Nial of the National Bureau of 
Casualty and Surety Underwriters, is the second book to be published 
in the McGraw-Hill “Insurance Series” now in the process of prepara- 
tion under the editorship of Professor Ralph H. Blanchard of Colum- 
bia University. The volume is a welcome addition to the already exist- 
ing voluminous amount of material on the subject of workmen’s com- 
pensation insurance. 

“This text,” as the authors choose to call their book, is arbitrarily 
divided into three major parts. A convenient summary introduction 
precedes each part, and enables the reader to anticipate what is to fol- 
low. The appendixes cover 108 pages. The book also contains a list 
of references and a brief index. 

Part I is devoted to a statement of the problem of injuries and 
their prevention. Chapter i samples a few types of accidental injuries 
and then proceeds to classify the types of accidents as: (1) industrial 
accidents; (2) public accidents; (3) personal accidents. Attention is 
given chiefly to the importance of industrial accidents, and brief men- 
tion is made of the problem of occupational diseases, the authors be- 
lieving that this latter “should receive the same treatment from the 
standpoints of prevention, indemnification, and insurance.” Chapter 
ii stresses the importance of accident prevention, outlines for the 
reader the agencies in the field of accident prevention, and illustrates 
their numerous and varied activities. Yet the authors are convinced 
that “‘at least 50 per cent of all accidents are probably non-prevent- 
able.” 

Part II (chaps. iii to viii inclusive) deals with the methods of in- 
demnification for industrial injuries. The two methods discussed are 
employers’ liability and workmen’s compensation. Chapter iii sum- 
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marizes the doctrine of, and the defenses to the common law of, em- 
ployers’ liability. Brief attention is also given to the matter of em- 
ployers’ liability legislation. The first part of chapter iv presents a 
criticism of employers’ liability. The authors condemn the liability 
system on six counts: (1) wide variation in recovery of damages; (2) 
difficulties of litigation; (3) delay in disposing of claims; (4) settle- 
ments by negotiation; (5) cost and uncertainty of litigation; (6) bad 
effect on industrial relations. The last part of chapter iv is devoted to 
a presentation of the theory underlying workmen’s compensation, and 
pointing out the advantages of workmen’s compensation in contrast to 
employers’ liability. 

Chapter v is a digest of the historical development of workmen’s 
compensation in Europe and United States. The first part of the 
chapter is devoted chiefly to a summary of the historical growth of 
workmen’s compensation in Germany and England. The authors fail 
to give any consideration to the more recent changes and tendencies 
in workmen’s compensation in both Germany and England. The sec- 
ond part of chapter v discusses the periods in the development of 
workmen’s compensation insurance in the United States. These pe- 
riods are: (1) investigation and experimentation, 1890-1911; (2) 
legislation, 1911 and still continuing. 

Chapters vi and vii deal with the coverage, benefits, and procedure 
involved in the workmen’s compensation legislation in United States. 
Here the situation is extremely dynamic. The authors express a hope 
for a greater degree of uniformity in workmen’s compensation legisla- 
tion, and state that “the great diversity of laws and procedure which 
are found in the several states creates one of the serious problems of 
the workmen’s compensation movement in this country.” 

Chapter viii discusses the subject of malingering. But malinger- 
ing is hardly a method of indemnification for industrial injuries. It is, 
rather, a problem of workmen’s compensation, and the chapter dealing 
with this subject seems to fit better in Part III of the text than in 
Part IT. 

Part III (chaps. ix to xix inclusive) is entitled “Workmen’s Com- 
pensation and Employers’ Liability Insurance.” This is practically 
the title of the book. Five general topics are discussed under this 
heading: (1) insurance and its organization, in chapters ix, x, xi and 
xvii; (2) state regulation, in chapter xii; (3) rates and rate-making, 
in chapters xiii; xv and xvi; (4) policy coverages, in chapters xiv and 
xix; and (5) reinsurance, in chapter xviii. 
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A rearrangement of the chapters in Part III would result in a 
more logical treatment of subject-matter. Chapter xvii, which deals 
with the field organization of the casualty business, should follow 
chapter xi, which treats of the home office organization. Again, chap- 
ters xiii (“Rating Organizations”), xv (“Rate-Making”), and xvi 
(“Merit-Rating”) should be grouped together, as the topics are close- 
ly related. Chapter xii, on state regulation, would probably fit in bet- 
ter as the closing chapter of Part III. 

The authors fail to give proper emphasis to the functions and 
uses of compensation insurance. It is in this connection that the book 
falls short as a text adapted to the course requirements of modern col- 
leges and universities. The whole tendency in modern education is to 
lay stress upon the purposes and uses of institutions. 

Again, the book is somewhat narrow in its point of view. The 
subject of compensation insurance is approached largely from a tech- 
nical and insurance-company standpoint. Insufficient attention is 
given to the economic and social significance of the workmen’s com- 
pensation system. In its broad aspects the compensation system must 
be viewed as a part of the policy of the state in its relation to labor. 

The text is the outgrowth of the authors’ experience with the Na- 
tional Bureau of Casualty and Surety Underwriters, and with courses 
of lectures given at Columbia University. On the whole the book is 
well and interestingly written. It is a very difficult task to write a 
textbook on workmen’s compensation insurance. Owing to the con- 
stant changes in the compensation system because of statute amend- 
ments, court interpretations, and rulings of industrial boards, part of 
the factual material contained in the text is already out of date. This 
is, of course, one of the hazards of writing a text on compensation in- 
surance. But in handling this difficult risk the authors have done very 
well. The book should be read by ail persons interested in the prob- 
lem of workmen’s compensation. 

CiypDE J. CRoBAUGH 

WasuxrncTon, D.C. 


The Economics of Taxation. By Harry GUNNISON Brown. 
New York: Henry Holt and Co., 1924. Pp. xxi+344. 
$4.00. 

This book is a collection of delightful essays, some of which will 
be familiar to readers of the Journal, on a range of topics common to 
economic theory and public finance. In the course of eleven chapters 
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the author discusses the following: inflation as a species of taxation; 
government borrowing; the incidence of taxes on commodities, on 
labor incomes, on capital and income from capital, on land, on loans, 
on sales of land and capital goods; the incidence of import and export 
tariffs and of compulsory insurance of workmen. 

Professor Brown has written for undergraduates. Few of his chap- 
ters, however, will prove tedious for the most critical reader. In many 
parts one finds nothing at all that is new, but lucid, straightforward 
exposition and insistent emphasis upon the essential adequately re- 
ward the reading. Some of the chapters challenge and merit careful 
study. In these the author is evidently pursuing his declared intention 
of preparing for an intermediate course material which is at least as 
significant and difficult as that commonly presented in the “Prin- 
ciples.” 

The many ventures into problems of strict theory are productive 
of rigorous, objective, and almost unerring analysis of the mechanics 
of industry and trade. Especially noteworthy is the emphasis upon 
the extent of the diffusion process and the precise definition of its 
limits. At a few points, to be sure, the argument is inconclusive and, 
much more rarely, in error. There are instances (pp. 60, 73-78, 109) 
of objectionable confusion between “marginal product” and the prod- 
uct of marginal producers. The tendency for all producers to be mar- 
ginal with respect to some part of their output is, at least, not con- 
sistently recognized. The author’s explanation does not readily com- 
mend his conclusion (pp. 217, 239) that an increase in land taxes will 
tend to bring more land upon the market for hire. Even mosi ardent 
proponents of progressive taxation may hesitate to concur in the asser- 
tion (pp. 197, 198) that “it seems a not unreasonable conclusion that 
a graduated tax on incomes from capital probably tends to discourage 
saving less than would a proportional tax levied at a high enough rate 
to yield an equal total revenue.” More serious error—perhaps the only 
case of clearly unsound argument—appears in discussion of the effect 
of commodity taxes on the general level of goods, prices, and money 
incomes (pp. 62, 63, 65-67). Space does not permit adequate exami- 
nation of the author’s position. Statement of the case against his posi- 
tion, however, may be made without reference to controversial aspects 
of quantity theory. Suffice it to say that the main argument (pp. 65— 
67) appears to presuppose an altogether mysterious disappearance of 
effective demand. 

To do justice to the shortcomings of a book like this is a relatively 
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easy task, and a relatively unimportant one. It seems clear that the 
reviewer’s unfavorable criticism, whatever its merits, is almost irrele- 
vant to a judgment of the work as a whole. Professor Brown has con- 
tributed a deal of acute analysis to a more or less special field of in- 
quiry in which most of the stuff that is written and preached is of ex- 
ceedingly unattractive quality. 

It is to be hoped that this book will become familiar to many 
students. As a second text for the longer courses in public finance it 
deserves serious consideration. For shorter courses, selected chapters 
might well be included in the assignments. The book may be recom- 
mended to students in the early stages of advanced study who find 
economic theory a source of distress. It would be very useful to any- 
one writing, or revising, a text in public finance. 

Henry C. Smmons 

UNIvERSITY OF Iowa 


The Bank of North Dakota: An Experiment in Agrarian Bank- 
ing. By Atvin S. TostLeEBE. New York: Columbia Uni- 
versity, 1924. Pp. vii+210. $3.00. 

Herein is told that part of the adventure in state socialism of the 
state of North Dakota which relates to the establishment of a state 
bank. The bank came into existence as the result of a ground swell of 
radical protest engineered by the Non-Partisan League, which made 
its power vocal in the legislature of 1919. Simultaneously laws estab- 
lishing a state-owned flour mill, grain elevator, and Home-Builders’ 
Association were passed and bond sales authorized to secure funds. 

As the author makes clear in his thesis, this was to be not only 
a state bank, the depositary of all state funds, but a bank of the peo- 
ple, for the people, and administered by the people through an elec- 
tive commission. In the endeavor to be of unusual service, however, 
the bank failed to observe some distinctions in the handling of its 
funds which bankers deem important. Deposits received from state 
institutions, local banks, and individuals were pooled and loaned out 
to state institutions, industries, and on land mortgages and ware- 
house receipts without discrimination as to the source of the funds. 
No reserves were provided for in the law, and the legal reserve of a 
state bank might be loaned out for permanent investment at the dis- 
cretion of the all-powerful Industrial Commission. 

Could the mythical omniscient benevolent despot have had the 
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direction of such an enterprise it would undoubtedly have succeeded, 
but in the political cock-pit of North Dakota it was bound to meet 
with difficulties. By taking advantage of a system of redeposits by 
the state bank in local banks, the Non-Partisan League, the unofficial 
governing power in the state, got a pipe line into the bank through its 
control of a chain of local banks. With funds thus secured, it made 
loans to its various communistic industrial enterprises, loans secured 
by promissory notes, paid in turn by post-dated checks, about half of 
which were uncollectible. 

The bank had as enemies a vigorous minority of the trading 
classes in the cities and the more conservative farmers. Out of har- 
mony with the whole program of state ownership, they did their ut- 
most to undermine confidence in the bank and prevent bond sales. 
The bitter warfare which ensued, and which resulted in the transfer 
of the bank into the hands of its political enemies in November of 
1921, is a fair warning of what may be expected when political parti- 
sanship is permitted to decide the merits of an economic problem. 
The new managers of the bank reverted to such an ultra-conservative 
position in granting loans as to make the bank a cipher in the solution 
of the agricultural credit problem in the dark days of 1921-22. 

The author, while extenuating not at all the weakness of the 
bank, is still of the opinion that such an institution has a place in our 
financial organization. Its major function he conceives to be the guar- 
anty of the credit of borrowers to lenders outside the state. In view 
of the machinery already provided by the federal farm-loan law and 
the federal intermediate credit banks, it may be questioned whether 
for the alleged purpose a state bank is not somewhat redundant. 
Rather, his thesis teaches that if a pooling of credit is desirable it 
should be worked out on the solid basis of the farming industry itself, 
and of the combined individual credit of those engaged in it, rather 
than upon that of a political institution which, under one administra- 
tion, is unwisely generous in granting suport, under a rival control so 
reactionary as to be of no effect. The policies of such an institution 
may be dictated by too many considerations extraneous to the imme- 
diate question of granting credit. While the author might have con- 
sidered what some of these considerations are, he has yet given us a 
clear account of the bank’s history and preserved throughout a fair 
and impartial tone. 

E. A. Duppy 


UNIVERSITY OF CHICAGO 
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Economics of Business Cycles. By ArTHUR B. ADAMs. New 
York: McGraw-Hill Co., 1925. Pp. xvi+268. $2.50. 


In the preface Mr. Adams states that “The contribution which 
this work makes to the advancement of our knowledge concerning 
business cycles is its analysis of the causes and effects of the cycle 
forces.” The statistical description of the various aspects of the cycle 
is confined to a single chapter in which no data are presented that are 
not already conveniently available in other publications. The re- 
mainder of the book presents a reasoned attempt to explain the causes 
of major business fluctuations and to suggest methods for their control. 

According to the author, it is a mistake to think of the industrial 
world as always going through some phase of a business cycle. “A 
typical cycle begins with a period of prosperity and ends with the end 
of the subsequent period of recovery.” After recovery prosperity may 
begin immediately, but not necessarily so, for prosperity is not gener- 
ated by the normal forces that operate during recovery. Following re- 
covery business activity will oscillate gently in a state of approximate 
equilibrium until some force from outside the business system provides 
the initial impetus to the beginning of a new cycle. 

Briefly, Mr. Adams’ thought runs as follows: Prosperity develops 
only when consumers purchase at rising prices the consumers’ goods 
offered on the market. Consumers have the buying power to do this 
only during periods in which the value of total production (the source 
of money income) is in excess of the value of the consumers’ goods 
offered on the market at increasing prices. In past business cycles in 
the United States this larger money income has arisen either from a 
favorable balance of trade resulting from the coincidence of good crops 
and heavy export demand, or from the rapid expansion of bank credit 
for the purpose of waging war, or of tapping new sources of profit in 
the exploitation of rich natural resources, or the introduction of new 
forms of capital equipment. Although good crops and the opening to 
exploitation of new natural resources have in the past been major in- 
fluences in precipitating business cycles, they are not likely to be so in 
the future. The only peace-time factor likely to disturb the economic 
equilibrium is the periodic introduction of new types of capital equip- 
ment more rapidly than it can be paid for by past and current savings. 

The best means, therefore, of preventing the recurrence of busi- 
ness cycles is to insure that the introduction of industrial innovations 
shall take place continuously and at an approximately uniform rate. 
This Mr. Adams believes could be accomplished by giving the Fed- 
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eral Trade Commission “the power and duty of final approval or dis- 
approval of the issuance of stocks, bonds, and notes by all corpora- 
tions engaging in interstate commerce.” The foregoing control over 
security issues should be reinforced by an amendment to the Federal 
Reserve Act making it “the legal duty of the Federal Reserve Board to 
curtail the extension of loans or rediscounts to member banks, in peace 
times, whenever the general level of prices persistently rises.” 

On the whole, the book is thoughtful and readable. In setting 
forth the causes of the business cycle Mr. Adams does not name any 
factors that have not been previously advanced by others, but his anal- 
ysis of the manner in which these factors operate to produce the result 
is a contribution. It is unfortunate that, in the case of the production 
of capital goods, data are inadequate to indicate what proportion of 
the equipment is produced as a result of new inventions and changed 
technique. The hypothesis that these factors are dominant causes of 
major business fluctuations must, for the present, remain untested. 

The principal proposal for control is inadequately developed. 
Granted the soundness of Mr. Adams’ causal analysis, what criteria 
shall be applied in determining whether a corporation should issue se- 
curities? Mr. Adams statement (p. 256) that “the Commission should 
have the power to disapprove the issuance of any new securities when- 
ever, in the opinion of the Commission, their issuance would serve no 
particular industrial need and merely would cause further increase in 
prices and bank credit,” offers little guidance. In any actual case of a 
corporation wishing to expand or to improve the efficiency of its opera- 
tions it would certainly be difficult to prove that its program would 
serve no “industrial need” or that its sole effect would be to increase 
prices. 

The distinction drawn between cyclical periods and periods of 
equilibrium may be valuable, but the historical application made of it 
is open to question. The periods 1895 to 1905 and 1909 to 1915 are 
cited as examples of an oscillating equilibrium (p. 195), but the facts 
are that Bradstreet’s price index rose faster and farther in 1900 than 
in the prosperity period of 1906—7, and that in 1910 it rose by almost 
as great a percentage in nine months as in nineteen months of the 1906— 
7 boom. The comparison is only less striking and to the same effect in 
case of the index of trade of the American Telephone and Telegraph 
Company. These lesser swings approach so nearly the magnitude of 
the greater ones as to suggest that the forces producing them may dif- 
fer in intensity only, and not in kind. 
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The statement (p. 163) that “There is no evidence that the veloc- 
ity of circulation of money increases with rising prices and output” is 
surprising in view of the fact that the comprehensive index of velocity 
of demand deposits computed by the Federal Reserve Bank of New 
York shows that for the last six years velocity as tended to rise and 
fall with prices and output. 

GarFIELD V. Cox 

UNIVERSITY OF CHICAGO 


Bond Salesmanship. By W1LL1AM W. TOWNSEND. New York: 
Henry Holt & Co., 1924. Pp. xviii+-463. $4.50. 

This book was written at the request of the Investment Banker’s 
Association of America and is, as the author states in the Preface 
“primarily a collection of more or less obvious facts, coupled with 
conclusions based on a good many years of practical experience in the 
sale of bonds . . . . and a good many years spent in the training, 
supervising, and observation of several hundred bond salesmen.” 

Chapters i—viii deal with the general features of salesmanship of 
interest to the new salesman. In this part discussion centers around 
what bond salesmanship is, the requirements for selling bonds, what 
the salesman should know, and his attitude toward the various parties 
involved, i.e., the bond house, the customer, etc. Considerable discus- 
sion is given to the psychology of selling and the various steps in sell- 
ing and completing the sale, including conversations setting out the 
objections likely to be met and methods of meeting them. 

Chapters ix—xi deal with special problems such as selling to banks 
and insurance companies and similar institutions, exchanging securi- 
ties, and syndicate and wholesale selling. This is the only part of the 
book which is likely to be of interest to the student of finance as it 
approaches familiar ground from a new angle. 

Chapters xii-xv discuss the salesman’s campaign, methods of ob- 
taining leads, the necessity and use of daily reports and other aids by 
the salesman, the organization of work, and finally, how to increase 
the salesman’s income. This last chapter contains some valuable hints 
for the salesman desiring to save time. 

Although this book is intended for all bond salesmen and could 
be profitably read by all, it is probably primarily of value to the 
young salesman about to break into the business; for it places at his 
experience a considerable fund of accumulated experience. 








